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BE | T REMEMBERED t hat on Thursday, the 25th day of
May, 200 commencing at the hour of 9:30 a.m, thereof, at the
California State Capitol, Room 126, Sacranento, California,
before ne, Stacey L. Heffernan, a Certified Shorthand
Reporter in and for the State of California, the foll ow ng
proceedi ngs were had:

---000---
CHAI RPERSON PORINI:  All right. W'Ill go ahead and

begin the May 25th neeting of the Conmi ssion on State

Mandat es.

May | have role call.

MS. HIGASHI : M. Angelides?

MR. ANGELI DES: Present.

M5. HHGASHI: M. Beltram ?

MR. BELTRAM : Here.

MS. HIGASH : M. Foul kes?

MR. FOULKES: Here.

M5. HHGASHI : M. Lazar?

MR, LAZAR  Here.

M5. HIGASHI: M. Nissen?

MR. NI SSEN:. Present.

M5. HIGASHI: Ms. Steinneier?

MS. STEI NMEI ER:  Here.

M5. HIGASHI: And Ms. Porini?

CHAI RPERSON PORI NI Here.

MS. HIGASHI : The first order of business is
Iltem1. |It's Special Education Paraneters and Cuidelines,

and this itemw |l be presented by David Scribner, staff

VI NE, McKINNON & HALL (916) 371-3376 6
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counsel

MR. SCRIBNER: W're all here. Good norning.
"The purpose of this informational hearing
is to hear the Special Education Paraneters
and Guidelines. On September 15, 1999,
t he Comnmi ssion heard substantial testinony
on the issue of whether and to what extent
of fsets are applicable to the Special Education
Test Claim At the Septenber hearing, the
Commi ssion continued this itemin order to
obtain the legislative history of the evol ution
of federal and state special education |aw,
the legislative intent behind the enactnent
of Statutes of 1980, Chapter 797, and a nore
detail ed expl anati on of the Departnent of
Fi nance' s proportional offset approach

"At the Cctober 28, 1999 hearing, the
Commi ssion voted to postpone adoption
of the Special Education Paraneters and
Gui delines until the Decenmber 1, 1999 heari ng.
It was the Commri ssion's intent that during
this postponenent the parties would enter
into negotiations regarding the settl enent
of the Special Education Test Claim

"At the Decenber 1, 1999 hearing, the
Commi ssion continued its hearing of the
proposed Speci al Education Paraneters

and Guidelines to allow the parties to

VI NE, McKINNON & HALL (916) 371-3376



negotiate a settlenent. Specifically,

all parties agreed to place the Specia
Educati on Paraneters and Cuidelines on

i nactive status for renewabl e six-nonth
periods. Additionally, the parties agreed

to provide quarterly updates to the Commi ssion
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regardi ng the negotiati ons progress.
"On March 15, 2000, the clainmants
submtted a request with the Conmi ssion

to 'reserve a place on the Comnm ssion's

March 30, 2000 hearing agenda' to orally

present the first 'quarterly' update.

At the March 30, 2000 hearing, the claimnts

st at ed:

Unfortunately, . . . we do conclude
that there are such phil osophica

di fferences between the parties that
we hereby call on the Commission to
put back on your agenda the

consi deration of the paranmeters and
gui del i nes at your next neeting.
VWhile we will ook forward to
continuing discussions with the
admi ni stration, we do not believe

that they are likely to be productive.

We do not believe at this point
we have sufficient response from
the adm nistration to give us any
in-depth ability to be able to
assure you that over the course
of these six nmonths that you had
set aside that the negotiations
are going to reach concl usion.

"Based on this request, the Conm ssion
notified the clainmants that they nust

provide a witten request to place the

Speci al Education Paraneters and Cuidelines
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on the next agenda. On the afternoon of
March 30, 2000, the claimants filed" this
request:

"Staff notes that the follow ng | egal issues
are before the Comm ssion concerning the
Speci al Education Paraneters and Cui delines:
O fsets and Uni form Cost Rates. Currently,
staff has forwarded three options for the
Conmi ssion's consi deration regarding the
first legal issue, offsets.

"OPTI ON 1A: The Conmi ssion finds that
only four program areas received revenue
specifically intended to fund the costs

of those program areas. However, the

Commi ssion finds that these prograns were
not specifically funded in an anmount
sufficient to fund the entire cost of the
state mandate. Accordingly, the Paraneters
and Cuidelines must include | anguage to

expl ain that additional revenue specifically
intended to fund the cost of the state
mandat es shall be deducted fromthe costs

cl ai med.

" OPTI ON 1B: The Conmi ssion finds that

the state has provided additional revenue
specifically intended to fund the eight
program areas in an anount sufficient to

fund the cost of these prograns. Therefore,

VI NE, McKINNON & HALL (916) 371-3376



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

the claimants are not entitled to reinbursement.
"OPTION 1C: I s Departnment of Finance's
Proportional O fset Approach

"I'n addition, staff proposed the foll ow ng
options for the second | egal issue, Uniform
Cost Rates:

"OPTI ON 2A: The Conmi ssion finds that

the use of Uniform Cost Rates in the Specia
Educati on Paraneters and Guidelines is

consi stent with the Conmi ssion's statutes

and regul ations;" therefore,

"If the Commi ssion adopts OPTION 2A, the

Commi ssion nust deternmine if the Uniform

Ti me/ Cost Al l owances in staff's or the

cl ai mants' Proposed Paraneters and Cuidelines
are reasonabl e and shoul d be adopted as
proposed or nodified, in whole or in part.
After making these determnations, staff would
prepare a revised version of the Proposed

Par anet ers and Guidelines to present to the
Conmmi ssi on for adoption.

" OPTI ON 2B: The Conmi ssion finds that

Uni form Cost Rates do not provide the |eve

of detail necessary to ensure that the state

i s paying the proper amount for the eight
program areas. Therefore, this claimrequires

the use of actual docunentation and striking

of all references to averages, uniform

VI NE, McKINNON & HALL (916) 371-3376 10
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al l omances, and tine studies fromthe Specia

Educati on Paraneters and Gui delines.

"If the Commi ssion adopts OPTION 2B, the

Conmmi ssi on nust deci de which version to adopt

as proposed or nodified, in whole or in part.

After making these determ nations, staff will

present a revised version of the Proposed

Paraneters and Cui delines."

W Il the parties please state their nanes for the
record.

MR, CLARKE: Certainly. Good nmorning. M nane is
Jack Clarke. | represent the Riverside County Superintendent
of School s.

MS. MCDONOUGH: Di ane McDonough, Lozano Smith Law
Firm on behalf of Education and Legal Alliance and the
Educati on Mandated Cost Network representing suppl enenta
cl ai ms.

MR, STONE: Dan Stone with the Attorney General's
O fice representing the Departnent of Finance.

MS. RADTKEY- GAl THER: Kathryn Gaither, Departnent of
Fi nance.

MR. MJURRAY: Ant hony Murray for the Long Beach
Uni fied School District.

CHAI RPERSON PORINI:  All right. W wll begin with
havi ng the clai mants and Departnent of Finance nmake sone
i ntroductory statenments and allowi ng the Commission to
respond to those. Unless there is any other coment that the

claimants want to nmake at this time, we're prepared to go

VI NE, McKINNON & HALL (916) 371-3376 11
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ahead and have the discussion.

MR. CLARKE: | believe there is a conment that we'd
like to informthe Commission of, at this tine. Wuld that
be appropriate?

Department of Finance, | guess, would |like to start.

CHAI RPERSON PORINI:  All right.

MS. RADTKEY- GAl THER: Thank you. W have had --
since the last letter was witten to the Conmi ssion, we have
had some neetings and sonme negotiations, and | think both the
admini stration and the claimants feel that there have been
positive discussions. And, at this tine, | think we believe
it would be in the best interest of all parties if this
matter were continued to give us further opportunity to
attenpt to reach a settlenment as part of the budget process.

CHAI RPERSON PORINI:  Cl ai mants, do you agree or --

MR, CLARKE: On Behal f of Riverside County
Superint endent of Schools, we would agree to that.

MS. MCDONOUGH: May we ask that Omen Waters, who's
our negotiator, say a few nore words regarding that matter?

CHAI RPERSON PORINI:  All right. And then the
Treasurer has to be out of here by the norning.

MR. ANGELI DES: No, you go first.

MR, WATERS: M nane is Onen Waters and | think that
you' ve net the other nenbers of our negotiating team at your
| ast neeting, Ken Hall, who has been working with us al ong
the way, as well as Bill Whiteneck (phonetic) and our
eneritus consultant Paul Col dfinger and Dr. Carol Berg who's

al so participated in negotiations along the way. | hope

VI NE, McKINNON & HALL (916) 371-3376 12
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you' Il indulge ne this norning because | have nore than a few
comments that |'d like to nake about this experience and
where | think we're going.

I don't know nobst of you, although I know sone of
you, and | actually canme out of retirenent a year ago to work
on this project, happily retired in Austin, Texas. And
came to work on this project because there had been a change
in adm ni stration, a change in the tenperanent politically in
this state that | was very synpathetic to, and I was hopefu
that we could bring this issue to the point where new
personalities and new phil osophies that were coming into
power woul d have an opportunity to eval uate and nove forward
in a positive way, to put an end to 20 years of difference
and dispute, hard feelings on both sides, and a cal cul us that
| think is one of the npst negative that we've experienced in
this state and, that is, that the ultimte effect of this
case is not to pit the State of California agai nst education;
it pits the regular classroom pupil against the special ed.
pupil. That's where the noney has conme from over the past 20
years. It conmes out of the regular classroomto rmake up for
the services that aren't being provided for and supported by
the state.

| think that's a terrible dynamic. |[It's one
fought my whole career, so | signed on with the Lega
Al liance, California School Board Association. | worked with
the various client groups that are a party to this issue, and
you can imagi ne what the first few neetings nust have been

like comng into this, and saying: Let's sit down and talk

VI NE, McKINNON & HALL (916) 371-3376 13
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to the governor of this state. Let's sit down and try to
wor k out sone kind of a settlenent.

Well, why would | think that could happen? Well
before |I retired, in July of '97, the last project | worked
on was the C.T.A B. Gould (phonetic) settlenent. That was a
5.4 billion-dollar difference of opinion between the State of
California and education, and we were able to work that out.

Previous to that tine, | also had an opportunity to
work on Proposition 111, the gasoline tax. | worked on the
devel opnents, the passage, and the defense of Proposition 98.
| spent four years of my career working on that. And
started ny career on the collective bargaining statute in
this state.

So ny point is: | know negotiations when | see
them | know when people are trying to reach an agreenent.

(Wher eupon Joseph Mill ender entered and is at the table.)

MR, WATERS: Now, | had every confidence that we
could get this done. |'ve worked with the current governor
in different situations, solved a |lot of difficult problens.
I've known Tim Gage for 20 years. 1've known a |ot of the
people on the other side for a very long time, but, in the
| ast 24 hours, I'mgiving strong consideration to wthdraw ng
as the spokesman for our group, and I'Il tell you why.

I"'mlosing confidence that this is possible to
happen. |I'mlosing confidence that there is the intent, that
there is the purpose, to get this settled. Now, we've had
many neetings. W' ve had many di scussions. W're generally

pretty affable when we neet. There has been very few harsh

VI NE, McKINNON & HALL (916) 371-3376 14
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words, but | can tell you: |'ve seen very little progress.

Now, sone people would say the fact that the
governor and the administration has nmade a proposal at al
shoul d meke us happy. Well, the fact is: It's not close
enough for us to take back to our thousand voters. A
t housand school districts in this state would have to sign
off on a green. Each one with one vote, one signature, to
wai ve their rights in exchange for a settlement.

Now, I'mnot going to go into the details of our
negoti ati ons because that would violate our internal rules
but et me say this: | have led this group fromthe very
beginning to believe that a settlenent was possible with this
governor. And what |'m concerned about is the follow ng: W
are losing, at the same tine, another opportunity, which is
to fight this out legislatively, through the |egislative
| eadership of this state, who are very synpathetic to this
i ssue, who have been calling us, recently, saying, "Wuat's
going on with these negotiations? Were are they? What can
| do to hel p?"

Now, | know the governor has a | ot of things to do.
| think it's inportant to work on these various issues, but,
you know, all during these negotiations, | have never seen
this governor at the table. During all of these
negoti ati ons, there's not been one high-ranking official from
the corner office sitting in on these negotiations.

Now, there's a nessage there, at some point.
mean, | did actually neet the past three governors that |

negotiated with in sone fashion. They actually presented

VI NE, McKINNON & HALL (916) 371-3376 15
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thensel ves and their top staff people presented thensel ves.
So are we really going to get a settlement here?

The thing I'm nost concerned about is: On May the 31st, the

conference conmmttee for this year's budget will begin to
meet. | know there is synpathy for our issue with the senate
pro tem M. Burton (phonetic). | know that M. Hertzberg

(phonetic) is concerned about this issue, and, in fact, there
are many republicans nmenbers who are concerned about this

i ssue. M. Leonard (phonetic) has brought this up on severa
occasions within the budget process. And, frankly, specia
education students and parents have many friends in the
Legislature. | won't nanme themall for you but nany
influential legislators care about this issue.

Now, by negotiating with the Governor's O fice and
with the Departnent of Finance, we are missing, potentially,
this political opportunity, because we have agreed not to
address the political |eadership, not to put this into the
political process. But how |long can we wait before this
budget is closed out and that noney is spent, reallocated, to
ot her needs of the state? That is our problem

Now, | wonder if |'ve given the right advice to ny
clients, to the people that | represent. Have we nmade a
terrible mstake here in not politicalizing this issue, in
not bringing it to the Legislature, not giving it to and
working with legislative | eadership? | don't know what the
answer is. |'ve been nmulling that over for the past
twenty-four hours, and |'ve been suffering through this.

What do | think is going to happen? | think we're

VI NE, McKINNON & HALL (916) 371-3376 16
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going to be right back here in ten days with the sane
situation we have right now. | don't see that we're going to
get a settlenment. | don't see the nmonmentum for a settlenent.
That's just ny opinion. | nean, |'ve been in a |ot of
negotiations and | just don't sense that we're getting there.
I don't sense that we're having the kind of exchanges that
peopl e make when they're trying to nmeke a deal

So here's what | think is going to happen -- and
this will be ny |ast opportunity, probably, to talk to you,
so this is just ny best guess. M best guess is that
you're going to face voting on these P's and Gs and you're
going to face the issue of whether you're going to vote for
t he Departnent of Finance and the governor's position on the
i ssue of offset.

| think you will not vote affirmatively on the
of fset position that they've espoused. | think you will
adopt the P's and G s pretty nuch as they stand, and | think
this issue will go forward, and school districts around this
state will be filling out the necessary forns next fall to
make their claim their legitimte claim for reinbursenent
for these mandat es.

| believe that we will produce a billion dollars in
cost clains, or very nearly that. | believe the State of
California will owe school districts somewhere between 150
and 175 million dollars. And | think that what we're al so
going to see is the Departnent of Finance and the governor
will be forced into a very difficult series of |ega

maneuvers.

VI NE, McKINNON & HALL (916) 371-3376 17
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One: WII they be able to get a tenporary
restrai ning order against the statew de-elected officer of
this state in issuing the guidelines? | think not. WII the
governor and the Departnment of Finance be able to find a
judge who's going to interfere with this process after 20
years? | think not. And | think that if there is a hearing,
there will ultimately be rai sed anot her issue, which
M. Angelides has referred to several tines publicly, and,
that is, the unintended consequence of what will happen to
this issue when the issues of Proposition 98 are litigated,

which they will be, at that point.

Now, in my opinion, we will prevail on these issues
and we will also prevail on the issue of Proposition 98. And
what does that nean? |'Il just do it very shortly,
and there'll be people who will disagree ne, but, the | ast

time we fought over Proposition 98, it turned out that we
were right and they were wong. What'l|l happen is: |If we
prevail, the Proposition 98 guarantee is going to have to be
adj usted back to 1988, the base year. Why? Because this
i ssue was not settled at that time. The reinbursement and
the costs of this programwere not included in the
Propositi on 98 base.

So, each and every year that schools were paid the
m ni mum guarantee, that will now have to be adjusted upward,
and we' |l have to go back and cal cul ate what the state owes
education. That is going to have an enornous inpact on the
state budget. Maybe in a year that's not so robust as this

one, nmaybe in a year where we're not worried about how we

VI NE, McKINNON & HALL (916) 371-3376 18
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gi ve nobney away, are we going to give it all to taxpayers?
Are we going to give it to every citizen? The children? You
know, maybe their animals. | have no idea. But we may not
have the prosperity that we have now. W nmay not have the

ki nds of discussions we're having now about the bounty of our
econony. So what |'m concerned about is that the inpact of
this is going to fall in a year which will be very difficult
and will inmpact other prograns and Californians.

The one thing |I'm absolutely clear about is:
Education is not going to go away, and the forces that have
prevail ed and are pressing this case forward are not going to
go away. So |I'mvery nervous about where we are, because
think that it's a nistake to go over the edge. | think it's
a mstake not to get a settlenent.

But |l et me be clear about this: You cannot go back
to the school districts of this state with an offer that's
not reasonable and fair. And | have been quoted in the press
over and over again saying: W are not asking for every
dollar; we're asking for sonmething reasonable and fair, after
20 years. And when you | ook at the ampunts of nobney that are
i nvol ved here, our position at the bargaining table,
absol utely assure you when this beconmes public, if there's
not a settlenment, our nunbers are going to |look extrenely
reasonabl e in conparison with those nunbers that had been
devel oped either by the Departnent of Finance or by ourselves
or by anyone el se.

So | guess what | want to say here is that, for

whatever it's worth, | would hope, at sonme point, that we
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woul d actually negotiate and get this thing done so that we
can take a proposal back to the thousand school districts and
county offices of this state and get this thing settled.

But, at this point in time, unless sonmething happens in the
next few days, within hours, before the conference conmmttee
starts, I'mnot at all sure we're headed there. And |I'm
sorry to be reporting that to you.

CHAI RPERSON PORI NI :  Conmmi ssi oner Angel i des.

MR. ANGELI DES: Thank you. Thank you, M. Wters.
| appreciate all you said. Actually, | have a nunber of
comments. Well, let me start with a question of counsel

If this matter were to be continued, are we required
to continue it ten days or can we, in fact, continue it for a
shorter tine period?

MS. JORCENSEN: We could continue it for a shorter
time period but we would have to do it with the emergency
notice procedures, but | don't think it would be -- the
energency notice is ten days.

MR. ANGELI DES: Does the energency notice procedure
require two-thirds vote of the Commi ssion?

MS. JORGENSEN. No. No. It requests the notice
requi renents going through and getting the notice out to the
press. W could do it but it's ny understanding that --

MR. ANGELI DES: Can we recess a neeting?

MS. JORCENSEN: You still would have to do the
noti ce.

MR. ANGELIDES: So June 5th is the earliest day

by which we could have a conti nuance?
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MS. JORGENSEN:. It is, with the regularly noticed
proceedi ngs.

MR. ANGELIDES: Well, stay with ne, then, for a
m nute, on the enmergency notice proceedings. Tell me how
this would work. Then | want to -- actually, | just want to
deal with this for a nonent and then | want to deal with the
subst ance.

MS. JORGENSEN. Okay. | have one question. Is it

possi bl e that we could have a neeting before June 5th, and

that's --
MR. ANGELIDES: |Is that yes?
MS. JORGENSEN. No. |I'mwondering if it's possible.
MR. ANGELI DES: Well, let ne just say sonething,
and | do want to -- and I'll give you tinme to respond to
t hi s.
MS. JORGENSEN. Okay. |'mlooking at --
MR. ANGELI DES: |'m deeply concerned about the fact

that the conference conmittee is starting on May 31st. And,
as soneone who's been actively trying to get the parties to
engage and conme to resolution here, not just for the sake of
resolution but for the sake of good public policy, to
adequately fund special education in the State of California,
particularly in the context of a state that, in aggregate, is
very weal thy and doing well, it ought to have the resources
on a reasonable basis to resolve this issue, both going
backwards and on a going-forward basis, |I'mvery anxious that
if there is a resolution not possible, that, frankly, that

the full denocratic process has an ability to work here,
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MS. JORGENSEN. Okay. It can be -- it says:
"Notice of the additional itenms being

consi dered shall be provided to each

menber of the state body, of all parties
that have requested notice of this neeting
as soon as is practicable after determ nation
of the need to consider the itens made but
shal |l be delivered in a manner that all ows
it to be received by the nmenbers and by
newspapers of general circulation and radio
or television stations at |east 48 hours
before the tine of the neeting specified

in the notice. Notice shall be made

avail abl e to newspapers of genera
circulation, radio or television stations,
by providing that notice -- that notice

to all national press-wired services and

it shall be placed on the electronic board."
So we can do it. It is possible.

MR. ANGELIDES: So, in fact, we could be back

earlier than the ten-day notice of --

MS. JORGENSEN: We woul d need the 48 hours' notice.

MR. ANGELI DES: 48 hours. And is that required,

t 00?

MS. JORGENSEN:. But what we'd need to do, though --

MR. ANGELIDES: O course, it's --

MS. JORGENSEN. But, in order -- but you'd have to

28 postpone it to a date certain.
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MR. ANGELI DES: Correct. Okay. Let nme, then, nmake
some observations, which is that, | think as other nmenbers of
t he Commi ssion know, |'ve actively tried to encourage both
the plaintiffs, the school districts, and the claimnts --
excuse ne, not the plaintiffs, the claimnts, the schoo
districts, as well as the adninistration, to do it all that
it could to resolve this matter after nineteen -- close to
twenty years of dispute and no novenent.

My interest in doing that has not just been to wap
this up in a neat package. You know, it hasn't been really
driven by process but rather ny belief that the best way to

protect the long-termfiscal position of the state and, |

underline "and," provide the resources for special education
both on a retroactive and an ongoi ng basis that would all ow
districts to adequately provide services to special education
children in this state, was for the parties to sit down and,
on a public policy basis, not in a courtroom which is never
the best forum for rational resolution but rather on a public
policy basis, to craft the resolution and anmend those dua
obj ecti ves.

| amvery aware of what M. Waters has said today
about the tine frame, and the fact is that the clock is
runni ng on the 1999 and the Year 2000 | egislative session. |
don't want to see this process go on at infinitum but, at
the sane tinme, though, M. Waters, you're |less than hopef ul
is that a fair characterization?

I nmean, | understand that you're saying that you

think this is going to be very difficult to achieve, because

VI NE, McKINNON & HALL (916) 371-3376 23



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

you have not seen the signs of full engagenent fromthe other
negoti ating party, and that's your view that you stated to us
today. And, without me characterizing that, | do believe
that the issues are known by both parties. | think the
public policy ramfications are known by both parties. And,
given the fact that the budget process is now noving quickly,
I do think that this process needs to, in a sense, go up or
down.

Having said all that, though, | really want both
parties -- and this is just one nenber of the Conm ssion, but
one nmenber of the Commission, if | can count right, who
actually may well determne or have a large role in
determ ni ng what happens when we conme back. | want folks to
take one nore genuine stab at this in the next few days. |I'm
not sayi ng about the next few weeks, but, in the next few
days, to see if you can, in fact, craft that public policy
resolution. And |I'm |l ooking not just at you, because you
happen to be facing nme, but also at the admi nistration to say
| genuinely believe this is the best thing to do, and | can't
urge strongly enough for the parties to cone together
because, in fact, if that does not happen, what we will have
is we will have a battle either here in the Commission, in
the courts or in the Legislature, the result of which none of
us can contenplate. And it is always better, in ny
experience -- I'"'mnot that old but, at 46, it's always
better, in ny experience, for people to cone together and
craft public policy resolutions that work. And | very nuch

hope that happens.
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Now, we could go to June 5th, but ny inclination is
to say let's shorten this time frame up. Let's ask people to
get in the roomand either they' Il get in the roomor they
won't. At which point there will be the full opportunity for
both the Commission as well as the Legislature, if that's
needed, to engage in this issue and cone to a resolution
perhaps in another forum or, if things don't work,
unfortunately, this will hurdle towards a di spute resol ution

I'd like to ask if -- I'"mgoing to actually suggest
today that we think about comi ng back on Friday, June 2nd,
you know, mindful of the fact that, you know, we're on the
| ong weekend, that gives parties the opportunity to, well
ei ther work the weekend and/or work during next week as the
budget conference comittee begins to ranps up. And |I'd |ike
to see us cone back on June 2nd. It nay not seema lot to

move it fromJune 5th to June 2nd, but | think in the context

of the conference comrittee process, | think we owe that in
fairness.

I nean, | feel -- I'mgoing to tell this to ny
fell ow conmi ssioners: | feel that | owe it to the claimnts

in that | persuaded themto take a shot at what has now

become a six or nine-nonth process, and | do think -- and

have ny good friend Annette Porini here, | do think there's
really a -- | think if there's a deal to be nade, a public
policy resolution to be reached, it can -- we will know by

next Friday as well as we know by next Monday if it's a
reality or a possibility.

So I"'mgoing to make a notion, and | hope there will
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be a second, that we continue this matter, and it woul d be --
| want to say this would be the final continuance that |
woul d contenpl ate nmovi ng, unless both parties cane back on
June 2nd and said, "Listen we're really nmeking a transaction
here and we need a few nore days to dot the i's and cross the
t's. It would be ny last intended novenent for a
cont i nuance.

MS.  JORGENSEN: Can | ask a question?

MR. ANCELI DES: Yes.

MS. JORGENEN: Whuld you also like to notice a
nmeeting for June 5th, do a regular ten-day notice or --

MR. ANGELI DES: Well, | guess what we could do is
we coul d do June 2nd and June 5th in case we needed to cone
back twi ce, and that way we di spose of notice requirenents.
If we don't need June 5th, we don't need June 5th. But |
would I'ike to nmove that we continue this nmeeting. And
don't have a schedule, so |I would ask -

CHAI RPERSON PORINI:  That was going to be one of ny
suggestions, that naybe we ought to check with fol ks who
don't live here in town and who are on this Conmmission to see
if they're even available to be here on the 2nd.

MR. ANGCELIDES: All right.

CHAI RPERSON PORI NI : Because, if we don't have a
quorum we can't --

MR, BELTRAM : Madam Chairman, | will be having ora
surgery on Wednesday and | don't think I'Il want to cone over
on Friday.

MR. ANGELIDES: Can | ask you, Al, does that nean
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that you won't want to cone on Friday?

MR, BELTRAM: | don't think I'Il be in shape to
come on Friday.

MR. ANGELIDES: Well, it depends on what your side
you're on. The people would be happy to wheel you in here.
Al right. So you can't be here on Friday?

MR. BELTRAM : | don't think so. | don't think so.

CHAI RPERSON PORINI: M. Treasurer, | hate to
interrupt you in the nmiddle of your notion, why don't we go
ahead and have you continue with your notion and nake it the
neeting on the 2nd, subject to confirmation that we have a
qguorum att endi ng.

MR. ANGELIDES: Well, let's do this, though,
because, you know, frankly, this is material

CHAI RPERSON PORINI:  Yes, it is.

MR. ANGELI DES: Well, actually, this one statenent
has been materi al

Is there anyone el se, just out of curiosity, who is
not available on the 2nd?

CHAI RPERSON PORINI:  Well, do you know fromthe
controller's standpoint?

MR. FOULKES: No.

CHAI RPERSON PORI NI You don't?

MR, LAZAR: | can be here as long as it's in the
nor ni ng.

CHAI RPERSON PORI NI :  The norni ng.

MR, ANGELIDES: But |I'mlooking at -- candidly, |

think every nenber is going to count that day, unless ny math
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is particularly bad. Then I'mgoing to do this then: M
comments stand in this sense. | guess that | would have to
nove, then, that we go to June 5th is what | seemto be
hearing, that | want to nmove that we notice this for

June 5t h.

MS. STEINMEIER: 1'll second it

MR, ANGELIDES: | was going to say if we could do it
in the norning. The reason |I'mgoing to do this as a notion
is because | don't want to | ose any nore days, because
don't think we can afford to do that. 1'd like to set it at
9:30 in the norning.

MS. STEINMEIER:  That's fine.

CHAI RPERSON PORINI:  All right. So we're not using
t he emergency provisions of Bagl ey-Keene (phonetic). W'l
do a regular neeting notice for a norning nmeeting on
June 5th. W have a notion and a second.

Is there any further discussion?

MR, ANGELIDES: | want to add this, just one |ast
comment, which is: This ought to get done for the children
of the people of the California and it ought to get done for
the fiscal health of the state. And, in the context of a
state that is |ooking at a budget surplus, depending on who's
counting, upwards of ten billion up to thirteen billion
dol lars, we ought to be able to find a way to get this done.
It's the right thing to do.

So I'mvery hopeful that the matter can nove to
resolution. |'mvery hopeful that the next 72 hours, that

time franme, will yield some definitive novenent in this
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regard, and, if not, we'll act on the 5th, and the discussion
wi |l have a broader arena after that tine.

CHAI RPERSON PORINI:  All right. Any further
di scussi on?

M . Foul kes.

MR, FOULKES: Thank you, Madam Chair. Just to
reiterate the controller's position on this issue, as you
know, the |ast two delays we've had she's felt very strongly
that the negotiations would not be fruitful and, indeed, it
woul d be better for the Commi ssion to go ahead and nove
forward. As M. Waters said, that that indeed has been the
case. And so we will be, as our policy, voting no on a
cont i nuance.

We do understand where things are today; however,
I"'mnot sure that we're any closer than we were back then in
February, and | would hope that, come June 5th, that this
Conmmi ssi on would vote up or down, regardless if there's not
an agreenent of parties, just because, again, we are being
currently attacked in the Legislature for acting slowmy and
not taking care of business that we have at hand, and | think
that this is an exanple of a case that really is way past due
and it needs to be dealt with by this Comm ssion, one way or
t he ot her.

CHAI RPERSON PORINI:  All right.

M. Angel i des.

MR. ANGELI DES: Yeah. Actually, | just want to nmke
one response to the controller's position, which is: You

never succeed unless you try. And, you know, after 19 years,
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there's no question, | think, in anybody's nmind that a

negoti ated resolution is the best result. |t avoids years of
litigation and years of dispute, and so notwi thstandi ng, you
know, frankly, what | think is an easier vote, just to say
"get on with it,"” I want to return to the fact that even if
there's a five-percent chance here, it's worth a shot. Let's
take it. Let's try to make it happen.

CHAI RPERSON PORI NI':  Ms. Steinneier.

MS. STEINMEI ER: Yeah. | just want to underscore
some of the things that M. Waters said. Really, the issue
here is between pitting regular ed. kids agai nst special ed.
kids; that's the dirty little secret about this. It's
getting funded but it's getting funded on the backs of
regul ar education students. Even this very small district
that | serve, it's about a million dollars a year that it's
encroachi ng on our general fund.

And the other thing that |I'm concerned about is:
It's like saying, "If you do that one nore tinme, then we're
going to do sonething here," and |"'mfeeling a little like a
not her who keeps threatening her kids to get the job done and
then keeps putting it off. Part of me says |I'd just like to
nove this on, but, if there is any slight glimer of hope,
knowi ng that the window is shutting rapidly, | would be
willing to go to June 5th, but that will be ny absolute
bottomline. | will agree with the controller and we'll nove
on, if June 5th cones and goes and we are at the sane
position we are at today.

This is very disappointing that something rea
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isn't happening, M. Waters, but, like the treasurer said, if
there's even a slight glimrer of hope that we can resol ve
this, we'll give you a few nore days, but no | onger, because
then other options are being foreclosed, and that's not fair
to the clai mants.
CHAI RPERSON PORINI:  All right. |Is there any
further discussion?
We have a notion and a second.
May we have role call.
HI GASHI : M. Angelides?
ANGELI DES:  Aye.
H GASHI : M. Beltram ?
BELTRAM : Aye.
H GASHI : M. Foul kes?
FOULKES: No.
H GASHI : M. Lazar?
LAZAR:  Aye.
H GASHI: M. Nissen?
NI SSEN:  Aye.
H GASHI: Ms. Steinneier?

STElI NVEI ER: Aye.

> » » » » » » » » » & D B

H GASHI :  And Ms. Porini?

CHAI RPERSON PORI NI :  Aye.

MS. HIGASHI: Motion carries.

CHAI RPERSON PORINI:  All right. W're going to take
a five-mnute recess to allow folks to clear the room and
then we'll continue on with our regular agenda. Thank you.

(Whereupon a brief break was taken.)
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CHAI RPERSON PORINI:  We'|ll go ahead and resune the
nmeeti ng on our regular agenda now.

We have approval of mnutes.

MS. HHGASHI: |1'd just like to announce that
M. Sherwood is representing M. Angelides now.

CHAI RPERSON PORINI:  All right.

MS. HIGASHI : W have the mnutes for April 27,
[tem 2.

CHAI RPERSON PORINI:  All right.

MR. FOULKES: Move approval

CHAI RPERSON PORI NI Okay.

MR. SHERWOOD: Second.

CHAI RPERSON PORINI:  All right. W have a notion

and a second.

Al those in favor say "aye.

(Unani nous response by the Commi ssioners of "aye."

CHAI RPERSON PORI NI :  That carries.

Next item

MS. HIGASHI: Qur next itemis the proposed consen
calendar. It's been distributed. |It's on blue paper. The
consent formconsists of: |Item4, statew de cost estimate
for the crimnal background checks test claim Item38
st andardi zed energency managenent system statenent of
decision; Item 10, seriously enotionally disturbed pupils,
out-of -state mental health services' statement of decision
with a correction on page 11 under the concl usions,

substitute the word "counties" for "County O fices of

Education"; and Iltem 11, the statenent of decision on the
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cl ai m ng

Ofice.

Recommrend adopti on.
CHAI RPERSON PORI NI : Al |
MR. SHERWOOD: |'Il nove

MR. LAZAR: Second.

right. Move the consent

approval of --

CHAI RPERSON PORINI: W have a notion and a second.

Al'l those in favor indicate with

(Unani nous response by Commi ssi oners of

aye.

aye.")

CHAI RPERSON PORI NI ;' Opposed?

(No response.)

CHAI RPERSON PORI NI': That

passes.

MS. HIGASHI: This brings us to Item 3, revi ew of

i nstructions issued by the State Controller's

This itemw ||l be present

MR. SCRI BNER: Good norn

ed by M. Scribner.

ng.

"After adoption of Parameters and

Gui delines, the State Controller issues

its Claimng Instructions, which are

derived fromthe statute

order creating the state

or executive

mandat ed program

and fromthe Paraneters and CGui del i nes

adopted by the Comm ssion.

"If requested by a

ocal governnenta

entity, the Commr ssion nmust review the

Claimng Instructions to

det er m ne whet her

any nodifications are appropriate. However,
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prior law limted the Comr ssion's power to
nodi fy the State Controller's Claimng

I nstructions 'for reinbursement of mandated
costs' to nodifications regarding the
"inclusion or exclusion of specific cost
items.' The claimnt requests the Comm ssion
review six itenms within the State Controller's
Claimng Instructions for the Pupil Suspensions:
Parent Classroom Visits program

"The Conmi ssion originally heard this
itemat the April 23, 1998 and July 23, 1998
hearings. At the July 23, 1998 hearing, the
Commi ssion remanded the matter to staff to
define the term "specific cost itens" as used
in Covernment Code Section 17571

"Statutes of 1999, Chapter 643 anended
Gover nment Code Section 17571 to provide that
Claimng Instructions are to conformto the
Commi ssion's Paraneters and Guidelines. Staff
interprets this statute to be prospectively
only and does not apply to this request.
Therefore, staff's review of these Cl aining
Instructions is based on the previous version
of Section 17571, which provided:
The Commi ssion, upon request of a |oca
agency or school district, shall reviewthe
claimng instructions issued the the Controller
or any other authorized state agency for

rei mbursenent of nmandated costs, and may

nodi fy these instructions with regard to the
i nclusi on or exclusion of specific cost itens.
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"Staff finds that, in this case, an
anal ysis of the dictionary definition of
the words that conprise the phrase 'specific
cost items' does not aid the Conmission in
deternining the underlying nmeani ng of the

phrase as it relates to the Comnmi ssion's

authority under Governnent Code Section 17571

Staff further finds that deternining the
meani ng of this phrase within the context
of mandates | aw woul d provi de the Conmm ssion
with a better understandi ng of the neaning
of the phrase and its effect on the
Conmmi ssion's authority to review Clai mng
I nstructions.

"Staff analyzed the phrase 'specific
cost items' within the context of mandates
| aw and concl udes that the Conmi ssion's
primary authority to nodify C aimng
Instructions '"with regard to the inclusion
of exclusion of specific cost items' is
l[imted to items within the Conm ssion's
authority to prescribe in the adoption of
Paranmeters and Cuidelines and itens relative
to costs and activities specifically
addressed and included in the Parameters
and Cuidelines. However, within the
context of mandates law as it applies to

the State Controller, staff concl udes, as
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explained in its analysis, that the Comm ssion
has secondary authority to determ ne whet her
the Claimng Instructions are consi stent
with the statute or executive order that
creates the state mandated program

"Mandates law requires the State Controller
to issue Claiming Instructions within 60 days
of adoption of Paranmeters and Gui del i nes and
authorizes the State Controller to prescribe
the manner in which | ocal agencies and schoo
districts may be reinbursed for direct and
i ndirect costs. Covernnent Code Section 17558,
subdi vi sion (b), provides that the C aining
Instructions are to be derived fromthe
statute or executive order that creates
the state mandated program and the paraneters
and gui delines adopted by the Comm ssion.
Once | ocal agencies and school districts
file their reinbursement clainms, it is the
State Controller's duty to audit the clains
and pay all costs that are correct and valid.
Gover nment Code section 17588.5, subdivision
(b), requires the State Controller to specify
the audit conponents adjusted, the audit
anount s adjusted, and the reason for the
audit adjustnment. Accordingly, staff
concl udes that under mandates law, it is

within the State Controller's authority to
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prescri be the manner in which clains for
rei mbursenment or direct and indirect costs
are filed and docunmented to the extent
that these instructions assist the clainmant
in preparing a verifiable claimfor
rei mbur senent .

"Accordingly, staff reviewed claimant's
request for nodifications to determ ne
whet her the exclusion or inclusion of specific
cost itenms in the Claimng Instructions were
either inconsistent with or beyond the scope
of the Paraneters and Cuidelines, or
inconsistent with the statute or executive
order that created the state mandated program
Based upon this review and anal ysis, Staff
reaches the follow ng concl usions:

That claimant's request for the nodifications,
nunbered 2 and 4, the staff analysis, should
be granted. However, as noted by staff,
the State Controller has indicated that

it will nmodify its Claimng Instructions

to address the claimant's request.

Staff concludes that this nodification
shoul d be applied retroactively. |If the
nodi fication is not tinely issued, staff
recomends that the Conmi ssion direct the
State Controller to nake this nodification
and to apply it retroactively.

Staff concludes that the renmi ning requests
for nodification, nunmbered 1, 3, 5 and 6

in the analysis, should be denied because
there is no evidence that these C aimng
Instructions are either inconsistent with
or beyond the scope of the Paraneters and
Gui delines, or are they inconsistent with
the statute or executive order that created
the state nmandated program

"Staff recomends that the Conm ssion
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approve the requests for nodification,

nunbered 2 and 4, and, in the event the

State Controller's nodifications, prepared

pursuant to this request, are not tinely

i ssued, direct the State Controller to make

these nodifications and apply themretroactively.

"Staff recommends that the Conmmi ssion

deny the requests for nodifications nunbered

1, 3, 5and 6."

W Il the parties please state their nanes for the
record.

MR. PETERSEN: Keith Petersen. M capacity is
speci al counsel for the Educati on Mandat ed Cost NetworKk.

MR, CUNNI NGHAM  Ji m Cunni ngham San Di ego Unified
School District.

MR. YEE: Jeff Yee, State Controller's Ofice.

MR, VORHI ES: Paige Vorhies, State Controller's

Ofice.

CHAI RPERSON PORINI:  All right. Who would like to
begi n?

MR, CUNNINGHAM |I'd like to ask a procedura
question, if | could, first. I1'mnot sure if M. Foul kes
will be recusing hinself fromthis item

MR. FOULKES: No. As | understand, we do not. We
act independently as a nmenber of this Comm ssion on these
i ssues, and, for that reason, we never have discussions with
folks in our office and do not, as a quote, recuse ourselves

fromthese issues.
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MR. CUNNI NGHAM  Ckay. Thank you. We disagree with
the staff analysis in several places. Initially, in page
Cl-7, in the first paragraph, staff, in this paragraph
states that Chapter 643 of the statutes of 1999 is
"prospective only and does not apply to this request"”; that's
not correct.

Chapter 643 changes the renedy for the controller's
violation of her duty to derive claimng instructions from
Par anet ers and Gui delines that are adopted by the Conmm ssion.
Statutes that change renmedi es nust be applied to pending
actions. And that, in fact, has been the past practice of
t hi s Commi ssi on.

When SB 11 was adopted in 1996, the Comn ssion
applied the SB 11 rules to all pending test clains. This
Commi ssion also did the sane thing when it adopted its
reconsi deration regulations. It adopted it. And, in that
same neeting, applied it to two pending requests for
reconsi deration.

Under Governnent Code Section 17571 as anended, the
Commi ssion nust order the Controller's Ofice to amend the
claimng instructions to conformto the Paranmeters and
Gui delines, and that is the standard that should be applied
in this review Assunming, though, that you don't agree with
that position, staff application or review of the term
"specific cost item' led themto believe that the nmeani ng was
not evident fromthe plain nmeaning of the words, and we
agr ee.

However, staff, | think, at that point, should have
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gone back and | ooked at the legislative history of this
section, and we've provided those materials in earlier
witten subnissions. 17571 derived from Revenue Tax Code
Section 2253.4. Part of the legislative history on that
section includes an analysis of the SB 90 bill, which becane
Chapter 1256 of the statutes of 1980, and, in that
| egi sl ative history, the Departnment of Finance provided an
anal ysis of the pending bill, SB 90.

Department of Finance specifically comented on
Section 17 of SB 90, which is the section that added sections
2253.4 and it provided -- and I'lIl quote that this all owed
the Board of Control to, quote, "Review and anend the

claimng instructions," end quote. And that this section
was, quote, "Intended to ensure uniformty," end quote,

bet ween the Paraneters and Gui del i nes and cl ai ni ng
instructions. So the nmeaning of the term "specific cost
items" can only nmean that they have to -- that the claimng
instructions need to be uniformw th the Parameters and

Gui del i nes adopted by this Commission. These clainmng
instructions are not uniformw th the Parameters and

Gui delines that you adopted in all of the respects that we've
outlined in our request.

Next, staff is misinterpreting my April 28 letter
regardi ng the scope of the Parameters and Guidelines. | did
not assert, and I'msorry if | led themto believe that |
asserted, that mandate | aw requires the Comm ssion to include

i nformati on regardi ng the source docunents or recordkeeping

in the Paraneters and Gui del i nes.
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VWhat | did assert is that this Comm ssion has the
statutory duty to adopt Paranmeters and Cuidelines. And what
| further asserted is that this Comr ssion has interpreted
that authority and that duty to include several itens beyond
the two itens that are specified in the mandat ed statutes.
And this Commr ssion has, over the |last 15 years, included
several subjects within the scope of the Paranmeters and
Gui delines and saw that it had the authority to do so.

And what | have said is that where the Commi ssion
has, as a matter of practice and through the regul ati ons,
asserted authority over things, |ike source docunments, those
are Parameters and Cuideline issues that would control over
anything that the controller put in claimng instructions.
Your Paraneters and Gui delines are adopted after notice,
public hearing and opportunity for all parties to place
input. The State Controller's claimng instructions do not
go through that process.

Finally, we disagree with the staff's conments on
pages 10 and 11. While staff wants to limt the Comr ssion's
authority over the Paranmeters and Gui delines, staff wants to,
at the sane tinme, expand the controller's authority. The
staff analysis includes a citation to Governnment Code Section
17564 as the source of the controller's authority over the
Paranmeters and Guidelines. And this section nmerely provides
that the controller be specified in a manner in which | oca
governments are to be reinbursed for the costs of state
mandat es.

Now mandates, if you were to go to the dictionary,
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woul d be defined as the way or nethod that something is done.
It is a procedure. Is it is not the right or the -- it has
nothing to do with substance of clains; it's how clains are
filed, not what the substance of the claimnust |ook |ike.

So this section does not provide the authority that the staff
bel i eves it does.

Now, second, the staff cites the Controller's
authority to audit clains. Again, this does not give the
Controller the right to -- excuse nme, requirenents on
rei mbursenment clains, nor, as staff contends, do the
Par ameters and Gui delines give this right to the Controller.
The Paraneters and Cuidelines provide the adequacy of the
claimant's supporting docunentation is within the purview of
the State Controller as permtted by law. The State
Controller's Ofice claimng instruction | anguage does not
address adequacy of docunents; it addresses types of
docunents.

And, as further justification, staff announced --
advances the controller's msrepresentation that the claining
instructions, particularly with respect to the source
docunent issue, nerely provide descriptive illustrations of
the sanpl es of types of documents that may be used. And, if
that is their intent, the | anguage does not carry out that
i ntent, because the |anguage itself says that -- or contains
a list of docunments that is preceded by the phrase "docunents
required to be nmaintained." The controller's claimthrough
staff have, in fact, used this |anguage to exclude certain

types of docunents that are acceptable for other purposes.
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Cl ai mants have the right to decide which source
docunents they believe are sufficient to support their
clainms. That type of supporting docunentation is a |loca
determnmi nation because | ocal nethods and practices vary.
There's no valid reason to exclude any form of evidence of
costs. |If that evidence tends to establish the costs that
are incurred by the local governnent to carry out a
st at e-mandated program that view is consistent with the
Commi ssion's own regul ations, which would allow us to provide
any formof evidence that is either kept in the ordinary
course of business or on which reasonabl e persons are
accustoned to rely in the conduct of the series of affairs.

Now, the State Controller's Office, as part of its
audit function, may disagree with the sufficiency of those
docunents to prove the claim but they cannot exclude the
whol esal e types of docunents that may be used or kept by a
| ocal governnment to prove their claim |If there is a
di sagreenent on sufficiency, then that matter can conme back
before this Conmi ssion for an initial determ nation and can
ultimately be deternined by a court of |aw

What is nost remarkable in the staff analysis is
that the staff finds the source docunent | anguage consi stent
with the Paraneters and CGuidelines, when, in fact, this
Conmmi ssion, at the Paranmeters and Gui deline stage, and
M. Petersen can address this because he was San Di ego's
representative at that tinme, but at the tine that these
Par anet ers and Cui deli nes were adopted, the State

Controller's Ofice asked to have the exact |anguage that we
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are tal king about today included in the Paranmeters and
Gui del i nes, and this Conmi ssion said no.

The State Controller's Ofice asked the Conmi ssion
not to include the tine study | anguage and this Comm ssion
said we are going to include that. And how the State
Controller's claimng instructions, which go 180 degrees from
what this Conmm ssion approved, can sonmehow be deened
consistent with the Paraneters and Cuidelines is beyond ne.

CHAI RPERSON PORINI: M. Petersen.

MR, PETERSEN: Thank you. As Jimindicated, | wll
be di scussing the nodern history of this particular issue.
The nodern history is only about four years old. The
hi story history is about 11 years old, and we'll stay out of
that for now, but he's outlined the facts of law that this
Conmmi ssion has the jurisdiction to say what will be
rei mbursed and how it will be reinmbursed through the
Par aneters and Cui del i nes.

Gover nment Code 17500 gi ves you plenary authority to
say what costs are mandated by the state. |ndeed, whenever
there's a dispute and we end up in court, the court nearly
al ways remands to this Conmmi ssion for you to say what costs
will be reinmbursed by the state. Governnent Code 17557
regardi ng the Paranmeters and Gui del i nes, says you are the
si ngl e body authorized to say the anopunts to be subvened to
the |l ocal agencies. You have the sole authority to say how
much the | ocal agencies will be reinbursed for these
mandates. In order to do that, you have to discuss

activities and costs. They're within your jurisdiction. The
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State Controller has no jurisdictions on the subject matter
of the Paraneters and Cui delines.

Onto the nodern history. Jimreferenced the May 30,
1996 hearing on juvenile court notices and parent cl assroom
visits. At that tine, the State Controller did ask for
restrictive |language to be included in the Paranmeters and
Gui del ines regarding certain contractor costs. The
Conmi ssion turned it down. The State Controller also asked
that certain |language allowing tine studies in lieu of actua
costs be renoved fromthe Paraneters and Cuidelines; the
Conmmi ssion turned it dowm. It was quite clear, on those two
items, at |east, that the Comnmi ssion had spoken

Less than a year later, March 1997, the State
Controller issued claimng instructions, 97-1, pertaining to
ei ght new prograns. The restrictive |anguage regardi ng
contractors, that the Conm ssion had denied the State
Controller, was placed in those instructions. The |anguage
regarding tinme studies, that the Comm ssion insisted upon,
was not in those Paraneters and Guidelines.

On April 4th, 1997 the San Diego Unified Schoo
District provided an extensive list of errors in the eight
claimng instructions to WIIliam Ashby, who was the Director
of the Rei mbursenment Bureau at that tine, | believe. A nonth
and a half later, on May 22nd, the Educati on Mandated Cost
Network al so provided a |list of particulars to M. Ashbhy
because he had ignored or had not responded to San Di ego
Unified s coments.

On June 17, 1997, the State Controller finally
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responded and indicated that they would discontinue the
restrictive |anguage regardi ng consultants and contractors
but they would not include the tinme study | anguage as "there
are no progranms for which tine studies are a suitable cost
method." This is contrary to what the Commi ssion has said
over and over again, that tine studies are an appropriate
cost finding nethod.

On April 23rd, 1998, there was anot her hearing on
the parent classroomvisits and juvenile court notices. The
draft staff recomrendation, faxed on April 1st, 1998 to the
parties, indicated that the Comrission had limted its
jurisdiction to, quote/unquote, "specific cost itens."

San Diego Unified rebutted on April 4th, 1998, which is three
days after the fax. A new version came out April 15th, faxed
again on April '98, specifying that cost itens are now
defined as activities which are both specific and that they
are tied with a particular state mandated activity and that
have costs that can be reinbursed. This was the Commi ssion
staff's first attenpt to define "specific cost itenms," which
is the subject of the old Governnent Code section

On July 13, 1998, the staff analysis was rel eased
for parent classroomvisits and juvenile court notices,
after the hearing was continued fromthe prior nonth, on the
i ssue of specific cost items. Once again, the matter is
continued fromJuly 23rd, so this is the third continued
heari ng, because there was no agreenent on the definition of
"specific costs itens."

On July 29th, the Conmi ssion staff was directed and
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did issue a menp to nineteen interested parties asking them
to provide their definition of "specific cost itens."

San Diego Unified School District responded on July 31st
quoting the Governnent Code sections and the Revenue Taxation
Code sections that have been included in M. Cunninghams
nmost recent docunents.

And, while we're still in a confused node regarding
what a "specific cost itenf is, on October 19th, the State
Controller issues claimng instructions, 98-10, for three new
progranms. San Diego Unified School District, as the test
claimant, is allowed four and a half hours to respond to

those three docunents. They're faxed on the day of the

deadl i ne.

Is this the right one?

MR. CUNNI NGHAM |'m not sure. Yeah

MR, PETERSEN: Ckay. A response is provided and
ignored. We go on with this for another page. | think
you're getting the idea, first of all, that specific cost
items -- an attenpt was made by staff to identify it. After

three hearings, it couldn't be agreed to by anyone. The
| at est docunent provided by the staff does not define
"specific cost itenl' because the dictionary neaning is not
hel pful, and we're back to tenporizing, that is, |ooking at
every itemthat's been appeal ed and deci di ng whether it
shoul d be a specific cost itemor not.

We don't, and you don't, have to do that. The new
code section makes it quite clear that specific cost itemis

no | onger an issue. The staff has, in the past, enbraced new
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statutes immediately on pending itens. You could do the sane
thing. | don't know why they didn't do it this tinme. |If you
do not enmbrace the new statute and the result here is

unsati sfactory, the parties could just file under the new
statute and we get to do this all over again. So | don't
know how effective that's going to be.

So you have the power to do this. | think you
shoul d do this, because the State Controller is not going to
cooperate with your best intentions. The history is clear
You' ve decided certain itens should be included and you' ve
been ignored. | think it's time for you to say that you have

conplete control over the Paraneters and Cuidelines and that

the claimng instructions will match your docunent.
Thank you.
CHAI RPERSON PORINI:  All right. daimnts. 1'm

sorry. M. Vorhies, Controller's Ofice.

MR, VORHIES: | think, just to make it sinple, we'l
state that we agree with staff analysis.

CHAI RPERSON PORINI:  Any questions from nmenbers?

Ms. Steinneier.

MS. STEINMEIER: First of all, to staff, would you
pl ease address the issue about the current statute, or the
new statute, and the pending -- the inplied pending clains as
versus only prospectively?

MS. JORGENSEN:. Qur interpretation of the new
statute is it applies to Paraneters and Gui del i nes adopted
after the effective date, after the operative date of the new

statute, so, therefore, we do not think it applies here, and
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that's been our position.

MS. STEINMEIER So that's a difference of
opi nion that the --

MR, PETERSEN: Well, no. That's an opinion, and
M. Cunni ngham has provided the law, there's a difference.

MS. STEINVEIER | follow, M. Petersen.

MR. PETERSEN: COkay.

MS. STEINMEIER | think that there's -- this
probl em has been sort of ongoing. M. Petersen's litany of
this, at |least three years of that with nmy tinme on this
Commi ssion, this seems to be one of these issues that we need
to -- we need, as a Conmission, to finally just find. If we
use this particular case to do it or we do it sonetinme in the
near future, we need to do this, otherwise, it's just going
to keep com ng back and keep comi ng back. And | do agree
that we need to resolve it however we, as a Conmi ssion, want
to resolve it

I do have another question for staff. On the
rejection of ItemNo. 1, you're basing this on the Education
Code, is that correct, M. Scribner? Are you the one that
did this? 1Is it your fault?

MR, SCRIBNER: Um that is correct, sorry. You are
right. They added that |ast sentence in the Education Code,
the controller did, which is consistent with the testinony
and the statutes that the test claimwas based upon, which
they are allowed to do under the Governnent Code.

MS. STEINMEIER: Right. There's two parts: One is

our Paraneters and Gui delines and the other part is they can
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go to the actual |aw?

MR. SCRI BNER:  Exactly.

MS. STEINMEI ER. And, there, they nay be doing sone
interpretations, but, in this case, you' re saying their
interpretation is correct? It's news to nme, you know?
nmean, there are a lot of joint custody cases, but, if the
Ed. Code says it's only the parents with whomthe student
lives, then that's the | aw

MR. SCRI BNER: Yeah, that |anguage canme directly
fromthe Ed. Code.

MS. STEINMEIER:  So | understand their objection.
"Il reserve future questions.

CHAI RPERSON PORINI:  All right. M. Nissen.

MR. NI SSEN: Thank you.

Well, as the new nenber of this Commr ssion, forgive
me, because all of these things are newto nme, but |'mtrying
to, if I may, distill your argunent, and, that is, that we
don't really even need to get to the question of whether the
anended 17571 expands or we should rely on the anmended
version as opposed to the earlier version. W have plenary
authority under other statutes to conform any cl ainmng
instructions to the Paraneters and Cui delines.

Anyway, is that a fair distillation?

MR. PETERSEN. Yes, it is.

MR. NISSEN: And, in fact, the anended statute
merely clarifies, this is your argunment now, an authority
that we already have; it doesn't create a new power. It

nmerely clarifies sonething that we al ready can do.

VI NE, McKINNON & HALL (916) 371-3376 50



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

MR. PETERSEN: Under, at |east, two other statutes,
yes.

MR. NI SSEN: Ckay. Response?

MR, SCRIBNER: It's staff position, aside fromit
not being retroactive, that the ability or the requirenent
that claimng instructions conformto the Paraneters and
Gui del i nes does not take away the State Controller's ability
to prescribe the manner or prescribe the ability, or the
Controller's ability, to audit claims. And we found that
Items 1, 3, 5 and 6 went to the Controller's ability to audit
clainms, what type of docunentation we're |ooking at, what
type of things are supposed to be in their forms, those types
of issues.

For exanple, the data bl ock, the |anguage that says
this must be conplete, and that's just sonething that wll
hel p avoid, in our view, a claimant's own -- it will help
avoi d problems down the road of potential, you know, |IRCs or
having to do any additional docunentation for the Controller
So the | anguage in 72571 -- | guess our point is that even if
we applied that, we would not change our nminds, as far as
Items 1, 3, 5 and 6. W think these go to the Controller's
ability on the audit issue, as we laid out in the staff
anal ysi s.

MS. JORGENSEN. And one thing, | think, that needs
to be pointed out is that, in these particular clainng
i nstructions, under Section 6, subdivision (B), of these
Paranmeters and Guidelines, it provided that: "Determ nation

of the adequacy of the claimant's supporting docunentation is
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within purview of the State Controller as pernmitted by |aw

So, in this particular case, the Paraneters and Cuidelines

did give the Controller's Ofice authority to establish the

types of docunentation. So we thi
change in law, really, would have
MR. PETERSEN: That was
conprom se sentence. That was wri
t he heari ng.
CHAI RPERSON PORI NI : Al

comrent s?

nk, in this situation, th
no effect.
the May 30th, 1996

tten during the course of

right. Oher questions o

MR, CUNNI NGHAM Can | respond to this?

CHAI RPERSON PORINI:  Certainly, M. Cunni ngham

e

r

MR. CUNNI NGHAM  Again, our point is that staff has

nm ssed a point. These are not adequacy questions; these ar

substantive questions. They have

nothing to do with the

procedure or the manner in which something is filed. They

have to do with substance of docunents that support the

claim not with the procedure to file the claim

And with respect to sone

of these -- sone of those

requests may seemrather mnor, but, if you | ook at the

| anguage in the claimng instruct

ons, it says, "If you don

check this box, you don't get paid." It doesn't say it's

going to delay your claimor it's

goi ng to namke both your

life and ny life alittle nore difficult. It says, "You

don't get paid."

So sone clerk inadvertently fails to check that bo

that claimis invalid. Now, it doesn't nean that the | oca

government didn't incur the costs.
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legitimate claim legitimte costs. They have done
everything that they need to do to carry out the state
mandat e but they forgot to check that box and they don't get
pai d.

And, further, if you specify a docunment that doesn't
exi st in the usual course of business, guess what happens on
the audit? You don't get paid, because the docunents request
that it doesn't exist.

MR, SHERWOOD: But they're not saying you probably
won't get paid; they're saying it can't be processed. You
coul d probably get an opportunity to check that box and it

possi bly woul d be paid.

MR. CUNNI NGHAM  Well, if it's returned to me nore
than one year after the claimdeadline, |I'm dead.

MR, SHERWOOD: Well, |'m assuming they're not going
to do that.

MR. CUNNI NGHAM  Wel |, they have. They've done it
after a two-and-a hal f-year audit period.

CHAI RPERSON PORINI: Al right. Any other questions
or comments?

M. Scribner.

MR, SCRIBNER: | would just like to point the
menbers' attention to Exhibit A, Bates page 30, which was the
Controller's claimng instructions. At the very top of the
page, it says "source docunents required to be maintained by
the claimnt may include," we do not read that to say that
source docunents required to be maintained. It nmeans that

they're required to include those others.
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It's -- in our reading, it says that source
docunents are required to be numintai ned, period, but they may
i nclude these things. Now, that was our interpretation of
that | anguage, and it seems that the clainmant is saying that
it -- since it may include this, it's required, it makes al
of those docunments are -- sone of the requirenents. And, if
they don't have them or don't show up with them they're not
going to be processed or paid. And we do not --

MR, PETERSEN: Well, that's what it says today. |If
you give up jurisdiction, what is it going to say tonorrow?

MR, BELTRAM: | don't think we're giving up
jurisdiction. | think | agree with your point, that we are
the prime novers, as far as the Paraneters and Gui delines. |
think you've sel ected maybe not the best case to use. Sone
of these items are --

MR. PETERSEN:. There are seven nore schedul ed for
next nont h.

MR, BELTRAM : Well, you know, the idea that soneone
has to say that something is correct, | do find exception
with that, is -- | think you're --

MR. PETERSEN: Actually, the auditor would say that,
whet her it was acceptable.

MR, BELTRAM : The auditor would say that?

MR. PETERSEN: \Whet her the docunentation is
accept abl e or not.

MR, BELTRAM : What if the Controller says, yeah
that you should sign the claimfornms? Wuld you find that

obj ecti onabl e?
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MR. CUNNINGHAM  No. That's also in the Paraneters
and Guidelines, and | think that's a procedural matter

MR, BELTRAM : \What if he says it should be on green
paper? Do you find that --

MR. CUNNI NGHAM  Then we woul d obj ect.

CHAI RPERSON PORI NI :  That woul d be an additiona

mandat e.

Ms. Steinneier.

MS. STEINMEIER: | can't pass up this opportunity.
| know this is a constant frustration, |'ve heard this for

years, and so | amgoing to ask M. Vorhies this question, to
the Controller's Ofice: Do you specifically require

speci fic docunents or just enough docunentation to prove a
clain? And how do you sel ect which docunments to cite in your
claimng instructions?

MR, VORHIES: Actually, we don't select the
docunents; the claimant does. And what we really do is just
ask that the document itself prove the expenditure. What
we're trying to do -- | think what we're missing here is that
the calls we get are not from M. Petersen and from
M. Cunni ngham the calls we get are from several hundred of
the other clainmants saying, "Ckay. What kind of
docunentation would fit into this particular reinbursable
conmponent?" So what we try to do is say, "Well, here are the
five or six that we can think of that mght fit into this
particul ar conponent, but, of course, there are other
docunents that you m ght keep, also."

So we really don't select the docunentation that
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they would subnit to us; the clainmnt does that thensel ves.
We just ook at it to see if it proves the expenditure. CQur
goal, really, is the same as the claimant, and that is to
ensure that they are reinbursed the full amunt of npney that
they' ve spent on this that they have docunentation for

MS. STEINMEI ER: One quick follow up question.

Who nakes the judgment call if that docunentation is
adequat e?

MR, VORHIES: OQur auditors do that, yes.

MS. STEINMEI ER: And who's your auditors? |I|s there
a consistency, across the board, about how they did that?

You answer the question, M. Vorhies.

MR, VORHIES: Well, I'mgoing to say that we neke
every effort to be consistent. | think that there's human
nature, sonetinmes, where sonmebody | ooks at a piece of paper a
little bit differently. | think you can hear the staff and
the claimnts, here, they're | ooking at sonething
differently. Qur auditors do the same thing on occasion. So
woul d that be inconsistent? Sonetines, but, nostly, we nake
every effort to train staff the same way and | ook for the
same thing.

MR, PETERSEN: And, to be fair, they're handling
i ke 50,000 clainms a year

MR, VORHIES: And that is true. Qur clains are up
to -- | think what we have now is a hundred and some prograns
and about 67,000 clainms a year, and very often we | ook at
themtwo or three tinmes.

CHAI RPERSON PORINI: M. Cunni ngham
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MR. CUNNI NGHAM  Yeah, again, we woul dn't have a
problemif the State Controller's Ofice was telling people
that these are exanples of types of docunments that they may
want to choose to keep to prove their clains, but that's what
this | anguage says. This | anguage says, "Documents required
to be maintained," and that's required by whom "by the State
Controller's Ofice may include the follow ng."

MR, SHERWOOD: But, Jim | just heard the
Controller's representative say that's not really the case.
And, then, when you read this, it can be read two different
ways, possibly. So we go to the Controller's representative,
who is judging these docunents. So, you know, |'m hearing
conflicting --

MR. CUNNI NGHAM M. Sherwood, | can give you a
nunber of exanples where | have had clai ns where we have had
the revi ew personnel at the State Controller's Ofice say,
"You don't have tine sheets or tinme cards signed by the
person who did this activity. W're not going to pay you."
And we say, "We have other docunentation.” And they say, "W
don't care."

MR, SHERWOOD: Now, would that be a problem
possibly, within Controller's Ofice, or a situation, since
there are so many clains going through that you do have a
human error on occasion or is that a policy?

MR, VORHIES: No, that's not a policy. |'mnot sure
quite how to respond to Jim | would disagree with him |
think that tinme sheets are a very valid way to show that an

enpl oyee has spent sonme amount of time on a particular
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mandate. And certainly that's -- well, 1'll even say this:
Time sheets, very often, don't prove how nmuch tine an
enpl oyee has spent on this. W are open to al nost any
docunentation that proves the tine or proves the expenditure.
If there's a question in the proof, sonetines the
docunentation is very hard to accept.

MR, SHERWOOD: Just to followthat up a little bit,
| just want to get a little bit on your background.

How | ong have you been with the Controller's Ofice?

MR. VORHIES: Well, I've been with the Controller's
Ofice for 23 years; |'ve been with this programonly two
years.

MR, SHERWOOD: In this programtwo years?

MR. VORHIES: Yes. Now, Jeff, here, has been there
forever, | think.

MR, SHERWOOD: And in this progran?

MR. YEE: That's right. And what M. Vorhies has
been explaining to you is correct.

MR, SHERWOOD: Thank you.

MR. PETERSEN:. Except that neither one of these
gentlenmen do the audits. |It's done by another branch in
their office.

CHAI RPERSON PORINI: M. Beltram -- or |'msorry.

Were you done?

MR, VORHIES: W actually do the desk reviews. |
think he's tal king about the field audits. There are desk
reviews and there are field audits. Those are two different

units, that's correct.
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MR. SHERWOOD: |Is there a reason that the field
audits would be handled differently than the staff's reviews?

MR. VORHIES: The field audits are -- again, we
generally ask for a field audit when we can't interpret what
the docunentation neans. |f we see docunentation that
doesn't really describe or prove the expenditure, then we
woul d ask for a field audit where -- to where we can actually
go out and take a | ook at what's housed by the clainmant.

CHAI RPERSON PORINI: M. Beltram.

MR. BELTRAM : Well, M. Vorhies, one of the itens
of concern is that the claimcannot be processed for paynent
unl ess this data block is correct and conpl ete.

How do you know, during, if it's correct?

MR, VORHIES: Well, | think the data block is really
transferring data fromthe second and third page of the claim
to the front page of the claim

MR. BELTRAM: So it's --

MR. VORHIES: | nean, if there was some of that
data missing, we would not be able to process the claim |
will mention this, though, just to help you out a little bit,
is that |anguage is no longer in future clained instructions.

MR. BELTRAM : That hel ps.

MR, PETERSEN: Well, | heard that in May 30th of
1996. | think there's a better chance of that happening this
tine.

MR. BELTRAM : Do you want himto take notes?

CHAI RPERSON PORINI:  All right. Do we have any

ot her questions or comments from nmenbers?
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Do we have a notion?

MR, SHERWOOD: | would
the staff recommendati on.
CHAlI RPERSON PORI NI :  An

MR. FOULKES: Second.
CHAI RPERSON PORI NI :

Any di scussi on?

like to move for approval

d --

role call.

am ?

es?

?

n?

nei er ?

i ?

Al right. My we have
MS. HI GASHI: M. Beltr
MR. BELTRAM : Yes.

MS. HI GASHI: M. Foul k
MR. FOULKES: Aye.

M5. HIGASH : M. Lazar
MR LAZAR: Aye.

M5. HHGASHI: M. N sse
MR. NI SSEN:  Aye.

MS. HIGASHI : M. Sherwood?
MR SHERWOOD: Aye.

MS. HIGASHI: Ms. Stein
MS. STEI NMEI ER:  Aye.
M5. HIGASHI : Ms. Porin
CHAI RPERSON PORI NI ;1 Ay

Thank you very much.

M5. HI GASHI :

Items 5 and 6 are being

e.

post poned.

of

We have a notion and a second.

And this brings us to Item7 which is the test claim

on the Gann Limt Cal cul ation.
by M. Scribner.

MR. SCRIBNER: "On Nove
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voters approved Proposition 4, the 'Gann
Initiative,' adding Article XIlIl Bto

the California Constitution. |In response
to Article XIl1B, the Legislature added
Division 9 to the Governnent Code to
"provide for the effective and efficient

i mpl enmentation of Article XIIl B of the
California Constitution.' Staff finds
the activities of annually establishing
appropriations limts by resolution and
maki ng the docunentation used in meking

t hat decision available to the public
constitutes a new program or higher

| evel of service inmposed upon schoo
districts, county offices of education,
and comunity coll ege districts.

Al t hough the requirements to report and
adopt appropriations limts have broad
applicability since their enactnent in
1980, subsequent | egislation has provided

nore definitive directions for the adoption

of these resolutions by a local jurisdiction.

These requirenents are detailed in staff's
analysis. Staff concludes that the test
claimlegislation, regulations and executive
orders inmpose a new program upon schoo
districts, county offices of education,

and comunity college districts.
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"However, the issue renmains whether
the test claimlegislation inposes costs
mandat ed by the state. |In order for the
test claimlegislation, regulations, and
executive orders to inpose a reinbursabl e
program under section 6, Article XIlI B
of the California Constitution, the newy
required activities nust be state nandated.
Gover nment Code Section 17556, subdivision
(f), provides that the Conmm ssion shal
not find costs nandated by the state if
t he Conmi ssion finds that the test claim
| egi sl ation i nposed duties that were
expressly included in a ballot nmeasure
approved by the voters in a statew de
el ection. Therefore, if the Comm ssion
makes such a finding, then the Comm ssion
nmust deny this test claim

"Staff finds that in order for the
propositions cited in the test claimto
precl ude the Conmi ssion fromfinding the
test claimlegislation inposes costs
mandat ed by the state, the activities
nmust be expressly included in those
bal | ot neasures. Analysis of whether
the activities clainmed were expressly
included in a ballot neasure is detailed

in the staff analysis.
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1 "Staff finds that the Legislature,

2 through its additions and subsequent

3 amendnents to the Education and Gover nnent

4 Codes, inmposed the costs of the clained

5 activities upon school districts, county

6 of fi ces of education, and conmunity coll ege

7 districts. Therefore, the requirenents

8 that school districts, county offices of

9 education, and community college districts

10 adopt their appropriations limt for the

11 current and preceding fiscal years and

12 make docunentation available to the public

13 represent costs mandated by the state

14 "Based on the foregoing, staff recomends
15 the Conmission find that the test claim

16 | egi sl ation, regul ations, and executive

17 orders inpose a rei nbursabl e st at e-mandat ed

18 program upon school districts, county offices
19 of education, and comrunity college districts
20 within the meaning of Section 6, Article XIII B
21 of the California Constitution and Governnment
22 Code Section 17514 for the activities |isted
23 in the staff analysis.”

24 W Il the parties please state their nanes for the

25 record.
26 MS. HI GASHI : Bef ore we do, could we have the
27 parties raise their hands, since we're nowin the officia

28 hearing part of the neeting?
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Do you solemly swear or affirmthat the testinony
that you're about to give is true and correct based upon your
per sonal know edge, information and belief?

(Wher eupon the w tnesses unani nously answered

yes. ")

MS. HI GASHI: Thank you.

MR. PETERSEN: Keith Petersen, representing Al ameda
County O fice of Education.

MS. BERG  Carol Berg, Education Mandated Cost
Net wor k.

MR, PODESTO Lynn Podesto, Departnent of Finance.

MR, TROY: Dan Troy, Departnent of Finance.

CHAI RPERSON PORINI: Al right. Wuld the claimnts
like to begin?

MR, PETERSEN: Well, it happens every once in a
while, but | agree with the staff recomrendati on, and the
reason | can do that happily is that this is a strai ght shot
frombeginning to end. There are no off-ranps; no places to
get lost. There's not nmuch roomfor policy interpretation.
It's a pretty black-and-white law, and | think the fact that
we both concur neans there's only one decision, and that was
the one that staff is putting forward, that it is a
rei mbursabl e state mandate.

CHAI RPERSON PORI NI ;' Ms. Berg.

MS. BERG W support the staff recomendati on and
urge your support, as well. Thank you.

CHAI RPERSON PORINI:  All right. | suspect GI.S. is

not going to work in this case.
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M . Podesto.

MR. PODESTO Yes. As occasionally happens, we
di sagree with the staff analysis. | think we have sone good
reasons here. W don't think it's quite that clear-cut. W
thi nk maybe the staff has taken nmaybe too narrow of a view of
what "expressly included" in the initiative neans.

W think -- well, if you take away the statutes and
t he managenent bulletins, what you have left is schools stil
having to do this. They're still going to have to calcul ate
their limt. They're going to have to approve their budget
within the law, which includes the linmt, and we think that
that's still going to have to be sonething that's going to --
have to be publicly noticed and informati on nade avail abl e.

Now, unfortunately, we had staff turnover about the
time the staff analysis canme out. W had requested an
extension. W would like to have the A G develop | ega
argunents to rebut the staff analysis, and that would be our
preference, at this point, would be to get an extension on
this and have the A.G develop the argunents a little better

CHAI RPERSON PORINI:  Okay. Clainmants, you obviously
want to nove forward at this point in tinme, but ny
i nclination, as we have done in the past when fol ks have cone
forward, as in Itens 5 and 6 this nonth, is to go ahead and
grant an extension of tine by one nonth.

I's that acceptabl e?

MR, PETERSEN. Can | comment on his request?

CHAI RPERSON PORI NI Sure.

MR. PETERSEN: Thank you. This test claimwas filed
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in Decenber of 1997 and the state agencies requested or
responded in 1998. The Departnent of Finance asked for a
60- day period, additional period, to respond, due to the
conplexity of the issues and they did respond. This was one
of five test clainms filed by the Al anmeda County O fice of
Education. They're all stapled in the package.

O the five test clains, the Departnment of Finance
turned three of themover immediately to the Attorney
General's O fice because there were words with nore than one
syl l able contained in the argunments. Two of them were kept
at the Departnment of Finance, this one in the collective
bar gai ni ng agreenent disclosure. That one was adjudi cated by
this Comm ssion last year. |In fact, it had the shortest tine
scal e for adjudication. The Departnent of Finance had this
opportunity to ask the Attorney General to handle this case
for them To do that, at this tine, because of staff
turnover is a little disingenuous, | think.

CHAI RPERSON PORINI:  All right. Thank you for your
coments, M. Petersen. | think that it's the will of the --

MR, BELTRAM : Well, it's not ny will, Madam Chair

CHAI RPERSON PORI NI Okay.

M5. STEINMEIER: Can | comment ?

CHAI RPERSON PORINI: M. Beltram.

MR. BELTRAM : |'ve heard sone comments here earlier
today about -- that we're being criticized by the Legislature
for not taking tinely action on issues. Here's a situation
where it seens like, if the corment that | just heard is

correct, that the Departnent of Finance has had adequate tine
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to decide or refer to the Attorney General. And, if they d
three out of five that way, | really don't see any reason f
the conti nuance.

MR. PETERSEN: W al so have anot her problem too,
and that's --

CHAI RPERSON PORINI':  Just a nonent, please.

M. Podesto, when did you get this clain®

MR, PODESTO | can't speak for when it actually
came into the office. W had turnover right after the
governor's budget, the person that was in this assignnent.
We al so had a change in the coordination role for al
mandates in our office. This claimjust came to ne |ast
week, and we put in several hours in reviewing it to try to
get a sense of why the Commi ssion staff di sagreed with our
initial, you know, conments on the claim

We think there's -- we've spoke with the Attorney
General. W all believe that there's some serious
shortcomings in the staff's analysis, and that this does no
i npose a new program or a higher |evel of service and is no
a reinbursable activity.

CHAI RPERSON PORINI':  Ms. Steinneier.

MS. STEINMVEIER | hear M. Beltranm that --
al t hough, maybe -- at least, initially, right now, but thre
years is a long time to just sit on a case and not do
anything with it, if you think the argunents are conpl ex.
And | hear what you're saying, the staff analysis that you
want to focus on, not the overall case, but | think you' ve

pretty well stated what will probably end up being the
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argunment, but you have to do the cal cul ati on anyway. [''m
inclined not to postpone it, like M. Beltranm , but we'll see
what the Conmi ssion wants to do.

CHAI RPERSON PORINI:  All right.

MR, PETERSEN: Can | nention another probl em now?

CHAI RPERSON PORI NI : Pl ease, M. Petersen.

MR, PETERSEN: | know you want to hear this. Most
of you are aware that the annual claim called mandate
rei mbursenent process, that reinmburses the costs of our
participation in this process -- it costs the state to have
us cone up here nonth after nonth, and it costs a | ot of
nmoney. The Education Mandated Cost Network has an executive
comm ttee of about 12 districts. Two of those districts have
been notified that they're spending too nuch noney on this
process and had their MRP clains cut.

Now, if we have to keep com ng back because the
Department of Finance has turnover or that they didn't know
the state budget was coming up in May again, you're going to
incur nore costs, and the State Controller, who doesn't
al ways work hand in hand with the Departnment of Finance, wll
cut our claims for spending too nuch on this process with you
folks. I'msure that that issue will eventually be resol ved,
but, right now, they're spending additional noney responding
to those cuts. So, every tinme we conme up here, we're
increasing the costs to the state and the districts are not
necessarily being reinbursed.

CHAI RPERSON PORINI:  Well, coming fromthe

perspective of the Department of Finance, we don't want to
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expend a | ot of noney.

MR. PETERSEN: Sure.

CHAI RPERSON PORINI: | think common courtesy,

t hough -- we postponed two itens on today's agenda, one
because the claimants couldn't come here. They clearly knew
i n advance that their claimwas going to be on this cal endar

| think that it would be conmon courtesy to grant a one-nonth
extension to the Departnment of Finance. It doesn't take a
response --

M. Foul kes?

MR. PETERSEN: The Attorney General is not going to
do this in a nonth.

MR, FOULKES: Thank you, Madam Chair. And, again,
agree with M. Beltram that we really need to start speeding
up these clains and nmoving forward. However, with this one,
| dothink it's alittle tougher if people are -- who are
granting the waivers for some and woul dn't be granting it for
others. And | guess, for ne, I1'd like to either see us have
a policy of not granting waivers and just saying, "You can't
show up? Too bad. We're going to rule on your claim
regardl ess," or saying that we treat everyone equally,
because | do agree that | don't want to -- when |I'm saying
our office's desire to start noving the process a little
faster, not have -- you know, grant it for Finance and not
for claimants or claimants and not for Finance, or whatever,
and get into that kind of who-do-we-like-better scenario.

So I'm not opposed to a one-nonth delay, but | would

certainly say that if the Attorney Ceneral, or whoever else,
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was not prepared at the next neeting -- | think that there is
sonme really interesting issues in this claim 1've been

talking to staff and | think it's a little nore conplicated

t han, perhaps, the wite-up states; however, | agree very
much with Ms. Steinmeier and M. Beltranmi. | don't want to
get into -- and, frankly, if we have a policy that you get

your one bite of the apple and then the next nmonth that's it,
then that might nake it a little easier, because we could
just say, you know, after that, be prepared to have your
claim --

MS. GOMES: And | -- sorry. | would agree with
Menmber Foul kes, as wel | .

MR. SHERWOCOD: And |

CHAI RPERSON PORINI:  All right.

MS. HHIGASHI: | just wanted to add that if we do
receive a new filing fromthe Attorney General's O fice, that
we woul d normally grant the claimant an opportunity to file
rebuttal comrents, in all fairness, if it's new argunents
that haven't been nade or if they're nore conplex.

MR, PETERSEN: Well, | don't know how the Attorney
General is going to do this in a nonth.

CHAI RPERSON PORINI: | certainly can't speak to the
Attorney Ceneral's Ofice. | think | would be willing to
gi ve Finance a one-nonth del ay, period.

MR. PETERSEN: And that's the fourth tine this has
happened si nce January; they had come to the hearing and said
they weren't ready. So, if they need two or three tinmes to

get it right, we should know that ahead of tine.
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MR. BELTRAM : | was going to say, Madam Chair, |
woul d have had no problemif this had been cancelled, just as
the other two itens were cancelled, but not to come through
all this --

CHAI RPERSON PORI NI :  Yes.

MR. BELTRAM : -- which nmakes it an extension,
nunber one. Nunber two, perhaps you can informnme: Wiat is
Finance's policy in relating to Attorney Ceneral's opinions?
Is it an automatic thing? |Is it only on certain selected
i ssues that you don't feel the expertise is in-house? What
is the policy?

CHAI RPERSON PORINI: | certainly can't respond to
t hat .

MR, PODESTO Well, and |I'm not the appropriate one
to respond to our policies. This is the first time |'ve been

before this Commission to speak on an issue. But | think in

this case, initially, we thought it was pretty clear-cut. It
was the will of the people that required cal cul ati ons and so
forth to be done. So I, you know, thought, we thought it was

pretty straightforward.

Now t here's | egal argunments brought up about what
"expressly included" means. And, you know, we still -- we
see things that certainly speak to cal cul ati ons, adjustnents,
a calculation right in the XIIl B here, Section 1.5, so
think it's evolved into a nore conplicated issue.

MR, PETERSEN: Well, | admt they're befuddl ed by
the law but is that an excuse for not being prepared?

CHAI RPERSON PORINI: M. Petersen, you're not
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1 helping matters.
2 MR, PETERSEN. Well, | can't see how it could get

3 nuch worse, Madam Chair.

4 CHAI RPERSON PORINI: Al right. Wy don't -- if
5 soneone is willing to make a notion, let's just do this by
6 notion and it'lIl either go up or it'll go down and we'll

7 either have the hearing or won't.

8 MS. STEINMEIER: | nopve to have the hearing today.
9 MR. BELTRAM : Second.

10 CHAI RPERSON PORINI:  All right. W have a notion.

11 Call the role.

12 MS. HIGASH : M. Foul kes?

13 MR. FOULKES: No.

14 MS. HI GASHI : M. Gones?

15 MS. GOMES: No.

16 M5. HHGASHI : M. Lazar?

17 MR. LAZAR: No.

18 MS. HIGASHI : M. Sherwood?

19 MR. SHERWOOD:  No.

20 M5. HIGASHI: Ms. Steinneier?

21 MS. STEI NMEI ER:  Aye.

22 MS. HIGASHI: M. Beltram?

23 MR. BELTRAM : | should vote no, now, shouldn't |7?

24 Just kidding. Yes.

25 MS. HI GASHI: Ms. Porini?

26 CHAI RPERSON PORI NI No.

27 MS. HHGASHI: We will continue this, and | will get

28 together with the parties to find out when the briefs can be
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filed and the claimant can file rebuttal, and we will
reschedule this matter

CHAI RPERSON PORINI:  All right.

MR, SHERWOOD: May | ask one thing?

CHAI RPERSON PORI NI': Yes, M. Sherwood.

MR, SHERWOOD: |'m assuning we'll continue it for
30 days?

MS. HIGASHI: Well, the problemw |l be if the
Attorney Ceneral's brief does not conme in, when we do not --
we want M. Petersen to have adequate tinme to respond and for
all of the docunments to be forwarded to you. It would not be
prudent to --

CHAI RPERSON PORINI':  Well, can't we ask staff
to please -- we want to give M. Petersen nore than four and
a half hours to respond.

MR. PETERSEN: That's not a new standard, is it?
Sorry | mentioned it.

MS. STEINMVEI ER: 24 hours.

MR, SHERWOOD: | do think that it's really inportant
that the Departnment of Finance and the Attorney Cenera
understand that we need their responses as quickly as
possi bl e, because we can't keep continuing, as you've heard
today, to put these itens off, and it is a problem And
maybe, sonewhere, we're going to have to direct a decision to
it, but I'mnot happy about this at all. It seens to ne
we' ve given both sides various opportunities and we're
getting the same answer that we're getting today. W have

allowed it, but it has beconme a significant problem and,
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personally, | don't like it.

CHAI RPERSON PORI NI :  Thank you.

MS. HHGASHI: Item 8 has al ready been adopt ed.

And this brings us to Item9, the proposed statenent
of decision for involuntary transfers. | believe
M. Cunni ngham ni ssed being at the table for the last item
so I'll just ask himto raise his hand.

Do you solemly swear or affirmthat the testinony
you're about to give is true and correct, based upon your
per sonal know edge, information and personal belief?

MR. CUNNI NGHAM  Yes, | do

MS. JORGENSEN: "On April 27th, 2000, the

Commi ssion on State Mandates heard and denied

this test claim on a 4-3 vote, finding the

test claimstatutes did not constitute a new

program or hi gher |evel of service.

"The sol e issue before the Commi ssion

is whether the Proposed Statenment of Decision

accurately reflects the vote of the Conmm ssion.

"During the hearing on the test claim

t he Commi ssion consi dered approval of the

test claim partial approval of the test

cl ai m based on findings that a portion of

the test claimlegislation inplenmented

federal procedural due process provisions

required by the 14th Amendnent to the

United States Constitution, and denial of

the test claim
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"The Conmi ssion concluded, by a 4-3 vote,

that the test claimis not a new program or

hi gher | evel of service. Staff reviewed

the hearing transcript and concl uded t hat

this determ nation was based on testinony

by Departnent of Finance representatives

that the use of the involuntary transfer

process is a choice for school districts.

"Staff submits that the attached Proposed

St at enent of Decision accurately reflects the

Conmmi ssion's action taken at the April 27, 2000

heari ng regarding the involuntary Transfers

Test Claim Therefore, staff reconmends that

t he Comnmi ssion adopt the attached Proposed

St at enent of Decision denying this test claim?"

Wul d the parties please state their name for the
record.

MR. CUNNI NGHAM  Ji m Cunni ngham San Di ego Unified
School District.

MS. BERG  Carol Berg, Education Mandated Cost
Net wor k.

MR, BELL: Jeff Bell, Department of Finance.

CHAI RPERSON PORI NI : O ai mant ?

MR. CUNNI NGHAM  Thank you. | do understand that
the test claimwas denied, and this is the first time | think
|'"ve ever had to cone up on a Proposed Statenent of Decision
to disagree with the basis of the decision. The staff

anal ysis, the supplenental analysis, that was dated
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April 20th, 2000, that was presented to this Comi ssion set
out several issues for this Conmmission to resolve, the first
of which was whether or not the test claimstatutes inposed a
new program or higher |level of service. The staff
recommended that you find that it did inpose a new program or
hi gher | evel of service. |In fact, the notion was: There was
not any program or higher |evel of service.

That entire discussion, on those pages that dea
with that particular issue, address only what was required
under prior |law and what was required under the test claim
statute. So the only | ogical conclusion, based upon the
noti on that was made, was that we found that the sane
requi renents that were inposed by the test claimstatute
were, in fact, inposed by prior |aw

And, ny review of the transcript, and | certainly
coul d have m sunderstood her but | understood Menmber Cones'
gquestions to fall on that |ine: What was required under
prior law? | understand that there was sone discussion,
limted discussion, on whether this was really a mandatory
programor a voluntary program that | don't believe that
that was included in the nmotion nor was there any di scussion
by the Conmi ssion nenbers foll owing those conments by the
Department of Finance. So | do not believe that this
St at enent of Decision accurately reflects the decision nade
by this Comm ssion.

Thank you.

CHAI RPERSON PORI NI ;' Question?

MR, FOULKES: No. 1'd just like to nove staff's
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reconmendat i on.

CHAI RPERSON PORINI:  All right.

MS. GOMVES: Second.

CHAI RPERSON PORINI:  We have a notion and a second.

I's there a discussion?

Yes, Ms. Steinneier.

MS. STEINMVEIER | have to adnmit that | was somewhat
confused. The bottomline, that we rejected it, was very
clear. The rational e upon which it was based was not al
that clear, the docunent, but | do agree that we did find --
that there's no -- there's no -- that the claimwas denied.
So | know how critical it is, unless it's based on sone
future litigation, | shudder to say, why we have to include

all of the details that M. Cunninghamis talking about, but,

when | took a look at it, | was somewhat confused, because it
di scusses -- actually, it alnpst argues the opposite
posi tion.

CHAI RPERSON PORINI:  All right.

M. Bel trami

MR, BELTRAM : Madam Chair, | was wondering if staff
has any comments on M. Cunni ngham s proposal ?

MS. JORGENSEN. Well, in preparing the decision, we
went through the transcript, and, again, the purpose of the
hearing is to get testinony fromall the parties, from
everyone involved, and, as | |look here in our regulation,
1188. 2, power of decision, subdivision (a), any decision nade
pursuant to evidence introduced -- oh, excuse ne, yeah,

introduced in a judicatory hearing shall be in witing, be
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based on the record and shall include a Statenment of Reasons
for the decision, findings and concl usi ons.

So, in the analysis, staff went through what took
pl ace at the hearing, acknow edged the testinony fromthe
representative fromthe Departnent of Finance, and the
decision. It appeared to staff, when they wote the
deci sion, that the decision was based on the testinony, and,
therefore, | believe it reflects what took place at the
heari ng and what the decision of the Commission is. It would
have to be up to the Conmm ssioners to indicate that the
decision did not reflect what the decision they intended to
make.

CHAI RPERSON PORINI:  All right. W have a notion
and a second to adopt.

Any further discussion?

(No response.)

CHAI RPERSON PORINI: May we have rol e call
H GASHI : Ms. Gones?

GOMES:  Yes.

H GASHI : M. Lazar?
LAZAR:  Aye.

H GASHI : M. Sherwood?
SHERWOCOD:  Aye.

H GASHI: Ms. Steinneier?
STEI NMEI ER: Aye

H GASHI : M. Beltram ?

BELTRAM :  Yes.

» » 5 » » » » 3 » B b

H GASHI : M. Foul kes?
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MR. FOULKES: Aye.

M5. HIGASHI: And Ms. Porini?

CHAI RPERSON PORI NI :  Aye.

Thank you.

MS. HIGASHI: Item 10 has al ready been adopted;
Item 11 has been adopt ed.

And this bring us to Item 12, which is the Executive
Director's Report.

As you may have noticed fromthe report, we stil
show the incorrect reduction clains of the Open Meetings Act
as still on this sheet. W are in the process of confirmng
our records with the State Controller's Ofice records and we
expect to be getting -- closing those files in the next few
weeks, so the next report that you receive should be --

CHAI RPERSON PORINI:  Any idea how nmany will be off?

MS. STEI NMEI ER: Just a guess.

CHAI RPERSON PORINI: A wild guess.

MS. HIGASHI: W are hoping for a couple of hundred,
at | east.

CHAI RPERSON PORI NI :  Great.

MS5. HIGASHI: At least. And |I'd also like to
report, just as another inportant note, that the Loca
Governnment Clainms Bill was voted upon this norning and sent
to the Appropriations Committee, and included in the clains
bill was a deficiency appropriation to cover the Open
Meeti ngs Act Mandate and incorrect reduction clains. So the
nmotion -- it appeared that it went out of conmittee. W

weren't sure if it was then going to nove to suspends or not,
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but the word "suspends" was not stated during the making of
noti ons, so we're hoping.

CHAI RPERSON PORI NI Great.

M. Beltram, you had one question?

MR. BELTRAM : Paula, we have these six inactive
test clains. What's the status on those and how | ong do they
stay on?

MS. HIGASHI: W have sent letters out to the
claimants and we will begin -- on those that are being
wi t hdrawn, we will begin scheduling them for disnissal after
the notice period has el apsed, and the others are being
reacti vated, so, as soon as the filings cone in and the
actions are taken, then you will see the change there.

MR. BELTRAM : And the pending regul atory actions,
those are rul es?

MS. HIGASHI: Those are our currently noticed
rul emaki ng acti ons.

MR. BELTRAM : Thank you.

MS. JORGENSEN. And | will add that we're having the
hearing on that follow ng next months' hearing at 1:30 in the
af t ernoon.

MR. BELTRAM : Thank you.

MS. HIGASHI: Also related to the Open Meetings Act
is that we're hoping to have the Paraneters and Gui del i nes
anmendnent on the Open Meetings Act Mandate for consideration.
We're hopeful that it'll be this sumer. Very soon, we'll be
neeting with the parties to review the proposals.

The other legislation is nmoving al ong, Senate Bil
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1982; the Alpert Bill is now, basically, a spot bill, and
it'"s in the Assenbly. It hasn't been heard. Assenbly Bil
2624- Cox was set for hearing yesterday and the bill was held
in committee.

MR, BELTRAM : Do you know, Paula, what woul d
happen if an alternate nenber were appointed to represent the
two | ocal governnent menbers?

M5. HIGASHI: You nean if this bill were to be
enacted fromthat provision?

MR. BELTRAM : And if both nenmbers were absent that
day.

MS. HIGASHI: | don't know. | suspect if the
| egi sl ati on were enacted that the Conm ssion would want to
interpret the statute to regul ations.

MR, BELTRAM : Ckay.

CHAI RPERSON PORINI: | will tell you that on sone of
the other boards and commi ssions that | sit on they only
all ow one alternate per neeting, so that m ght be sonething
we coul d think about.

Okay. Paul a.

MS. HIGASHI: There's one other bill that has
appeared on the horizon; it's Assenbly Bill 2684 by Assenbly
Menber Bock, and that bill has currently been anmended. It's
been goi ng through sone changes, and now the responsibility
that was fornerly assigned to the Commission, | believe, has
now been shifted to the Controller's Ofice.

MR, FOULKES: The bill -- we've been working with

Ms. Bock's office on this, and what | understand is the new
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| anguage will be a -- an incentive work programsimilar to
the state that's work programm ng. W operate out of our
office for I ocal governnments to give nonetary incentives for
good fiscal managenent, good savings to the state.

As it's witten, as you probably noticed, the bil
woul d be very workable and wouldn't work with the nandate
laws as they exist. So what we think this is is mybe a way
for themto give sonme local incentive for fiscal savings,
but, at the sanme tine, not follow the nandate process at all
So this would not be mandates; it would be probably just for
fiscal efficiency.

MS. HIGASHI: And, on page 4, we detailed some of
the items that are being set for future agendas. This is a
tentative listing of future agenda itens. And, typically, as
you know, our agenda is issued about the 10th of each nonth.
So, if you have any questions about these, the -- | guess the
comment | can offer you is just that you will have a
substanti al amount of reading coming up this sumer, and we
will attenpt to get all of those packages to you as early as
we can, so you'll have adequate tine.

CHAI RPERSON PORI NI Okay.

MS. HIGASHI: Are there any other questions?

MR. BELTRAM : Madam Chair, one nore question. On
AB 2624, Paula, | see that the bill provides that a | oca
agency can bypass the Commi ssion and go to court. | seemto
remenber that when the -- one of the reasons for founding
this Comm ssion, or creating this Comm ssion, was supposedly

to get us out of the court system
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Has that been discussed at any of the hearings that
you' ve attended?

MS. HIGASHI: | haven't heard it discussed. And you
are correct, it is in the Government Code section under the
| egi slative intent |anguage.

MR, FOULKES: The issue has cone up and it's been
mentioned in one of the comrittee anal yses. Again, because
the bill is not noving forward, and | won't go there on that
i ssue, but that issue had conme up, and, frankly, there were
so many other issues and the hearings, | think when you get a
mandat e process in front of the |legislative conmittee,
usually it's at the end of a hearing; it's not exactly
sonmething they get to the nuts and bolts of, so.

MR. BELTRAM : Eyes gl aze is over

CHAI RPERSON PORINI: Al right. Any other questions
from menbers?

MS. HIGASHI: | know a couple of you actually have
been to our new offices, | believe. | just want to say
you're all certainly welcone to drop by. W still have boxes
and are still waiting for our furniture to be installed, and
that will be sonmetinme in June, so we are not fully functiona
and efficient in a perfect way, but we |like our new offices
and just closer proximty to the Capitol

CHAI RPERSON PORINI:  Can we continue to include on
our -- the mailings that we do to people sone kind of
hi ghl i ght about the new office address and phone nunber so
that --

MS. STEINMEIER:  For a while.
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CHAI RPERSON PORI NI :  Yeah, for several nonths, so
t hat people are aware?

MS. HIGASHI : W can continue to do that. And,
then, just as a followup fromthe | ast neeting or
di scussion, we did work on our website and the links for the
Controller's biography, the State Treasurer's biography, and
M. Gage's biography. Everything is in place now. W don't
have an official biography for M. Ni ssen but we'll continue
to make updates.

We are working through the process of being sure
that we are able to put all of our itens that are out for
public coment on the website. |[It's still not in a perfect
process but we've started to do that. Certainly, our

regul ati ons that are proposed are there and al so pending

| egislation for the three bills, the Clains Bill, the Cox
Bill and the Alpert Bill, we have a | egislative section where
one can just click on the bill nunmber and get right to the
bill page, so we're trying to nake it as easy as we can for

us and/or others.
MR, FOULKES: Nice job
MS. HI GASHI: Thanks for the suggestions.
CHAI RPERSON PORINI: Ot her questions? Okay.
MS. HI GASHI: Thank you.
CHAI RPERSON PORINI:  And our next neeting will be?
MS. HI GASHI : June 5th.
CHAI RPERSON PORINI:  All right.
MS. HIGASHI: And what | will do is nake every

effort to get this roomor another roomin the State Capitol
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even if we have to go through a nenber request.

MR, BELTRAM : \What tinme are we neeting?

MS. HHGASHI: 9:30. W are in this room Piper
told ne.

MR, BELTRAM: If | have to fly over --

MS. HHGASHI: W' Il talk to you about your trave
arrangenents.

CHAI RPERSON PORINI:  All right.

Is there any other business to cone before the
Commi ssi on?

MS. HI GASHI: Public comment.

CHAI RPERSON PORI NI': Pardon me?

MS. HI GASHI: Public comment.

CHAI RPERSON PORINI:  Yes. Do we have any public
conment ?

(No response.)

CHAI RPERSON PORINI:  All right. Then we will
adj ourn our regular neeting and go into cl osed session and
ask menbers of the audience to | eave the roomnow. The
Commi ssion will neet in closed executive session, pursuant to
Gover nment Code Section 11126, subdivision (e), to confer
with and receive advice fromlegal counsel for consideration
and action as necessary and appropriate upon pending
litigation |isted on the published notice and agenda and
Gover nment Code Section 11126, subdivision (a), and 17527 to
confer on personnel matters |isted on the published notice
and agenda.

Thank you.
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(Wher eupon the Commi ssion net in closed session.)
---000---

CHAI RPERSON PORINI: | will announce that the closed
session adjourned at 11:55. W're going back into open
session for the Conmi ssion on State Mandates and we'll report
that the Conmi ssion net in closed executive session pursuant
to Governnment Code Section 11126 subdivision (e) to confer
with and receive advice fromlegal counsel for consideration
and action as necessary and appropriate upon pending
litigation |isted on the published notice and agenda and
Gover nment Code Section 11126 subdivision (a) and 17527 to
confer upon personnel matters |isted on the published notice
and agenda.

Now, is there any other business to cone before the
Commi ssi on t oday?

MS. HHGASHI: | just would like to clarify what the
agenda will include for the June 5th neeting. W covered it
briefly. W would notice the neeting for having the proposed
Par anet ers and Gui delines for the Special Education Test
Claim In the event that a settlenent agreement is reached,
dependi ng on how the settlenent is structured, it may be in
the best interest of the Commr ssion to have a proposed set of
Paraneters and Cuidelines drafted that would allow for
nunbers or maybe costs or sone other kind of neasure to be
dropped in the last mnute to reflect the settlenment and for
that to be the subject for adoption, or, two, to also have on
t he agenda adoption of the proposed statew de cost estimate,

in the event that there's a settlenent; then the Conm ssion
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could take both actions at the same nmeeting, and then that
anount would be reported to the Legislature and then could be
conported to the Clainms Bill or another bill, and then that
the process for the mandates conmi ssion can then be closed.

CHAI RPERSON PORINI: Let nme ask a procedura
questi on.

Don't you need to circul ate Paraneters and
Guidelines as well as the cost estinates?

MS. HIGASHI: W have in the past, yes.

CHAI RPERSON PORINI: | nean --

MS. HI GASHI: And what we have done is: W have --
usual ly, we have circulated themw th a nunber in them and
the Comni ssion, in the past, not since |I've been here, but
during other conmm ssions, has actually changed the nunber,
reduced the nunber, typically. But, if the Paranmeters and
Gui delines were adopted, if a settlement were reached and if
the Commi ssion wanted to then take that next step to conplete
the 1 oop and conplete the mandates process, that could then
go on the June agenda, the |l ater agenda.

CHAI RPERSON PORINI: | |ike the idea of
fast-tracking things so that we can close the loop. |'mjust
worried that putting sonething out there in advance could
create a problem too

MS. HIGASHI: But, on the proposed Paraneters and
Gui delines, is there any sense about that?

MS. STEINMEIER: | don't mind doing -- we don't have
to do it.

M5. H GASHI:  No.
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MS. STEINMEIER: | nean, if it's out there and
there's too many problenms, we just go do it. W do it at the
June nmeeting. It allows the possibility -- because the
settlenent might just pull it all together, although I don't
think it's going to happen, so it's probably a noot point,
but I don't have any problemw th at |east attenpting to
fast-track, knowing full well we mght not get it.

CHAI RPERSON PORINI:  Well, and | just worry about
what goes into the Paraneters and Cuidelines since we
haven't --

MR. SHERWOOD: | don't know how we can do it,
frankly, w thout, naybe, having other problens crop up, sone
errors that we made. |It's going to be alast -- if a
decision is made, it's going to be --

MS. STEI NMEI ER: The norning of.

MR, SHERWOOD: | just don't see, Paula, how you're
goi ng to have enough tinme, frankly, to do these --

MS. STEI NMEI ER:  Yeah.

MR, SHERWOOD: It's a great idea.

CHAI RPERSON PORI NI :  Yes.

MS. HIGASHI: Well, that's why |I'mjust
brai nstorm ng, basically, as to what other direction we may
wish to give staff.

CHAI RPERSON PORINI:  We do have the June neeting.

MS. STEINMEIER:  You're only speeding it up by two
weeks.

CHAI RPERSON PORI NI :  Yeah.

MS. HHGASH : And, if there's a settlenment reached
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with anot her set of Paranmeters and Guidelines, what could
occur, too, then, is that the claimant could w thdraw, the
Department of Finance could withdraw, and then resubmit a new
set of Parameters and Cuidelines.

CHAI RPERSON PORINI:  All right. So we will not
expect anything el se to appear on the agenda?

MS. HIGASHI: Correct. [It'll appear just as it does
today but with the June 5th date.

CHAI RPERSON PORINI:  All right. Any other items to
come before the Conmi ssion?

Heari ng none, we're adjourned.

Thank you very much.

(Wher eupon the neeting concluded and 12: 00 p.m)
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